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FOR PENSION PLANNERS: new analysis of latest pension 
plans for leading companies in 114 industries 


Recent developments in pension programs, affecting 
Contains Answers to These : : 
more than one-third of all employees in the country 
Important Problems 2 : ‘ 
covered by private plans, are reviewed in our 7960 
e TRENDS IN RETIREMENT PLANS “ " 
denne ri niieiiiie Study of Industrial Retirement Plans. 


e ELIGIBILITY REQUIREMENTS 


Bankers Trust, long a leader in pension planning and 
e NORMAL RETIREMENT AGE 


+ EARLY RETIREMENT administration, has prepared this 228-page book as 
* VESTING part of its continuous activity and extensive research 
e EMPLOYEE CONTRIBUTIONS in the field. The book is especially valuable to execu- 
e PENSION BENEFITS ° ° . ° ; 
NORMAL PENSIONS tives concerned with pension planning, because it 
MAXIMUM PENSIONS 
MINIMUM PENSIONS covers the most recent developments, new programs 
* METHOD OF FUNDING and changes in existing plans. 


e PLUS ACTUAL CASE HISTORY 

REFERENCE TABLES To get your copy of 7960 Study of /ndustria/ 
Write for Your Copy Today Retirement Plans, please write on your 
company letterhead to Pension Trust Divi- 
sion, Bankers Trust Company, 16 Wall Street, 


New York 15, N. Y. 











BANKERS TRUST COMPANY, NEW YORK 


FORWARD-LOOKING BUSINESS 
NEEDS A FORWARD-LOOKING BANK 


MEMBER F.D.i.C. 


©1960 B.T. CO. 

















Getting the right answers to trust and estate problems is easier when you 
work with trust specialists at Security Bank. They are backed by the com- 
plete facilities of Southern California's leading trust department and the 
experience of 90 years’ service to the Southland. Our new headquarters 


—at 6th and Spring Streets—are unusually well equipped. Call on us soon. 
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Major Problems 
of the 
Major Stockholder 























































A substantial stockholder in a closely held cor- 
poration faces special problems which call for 
intelligent planning during his lifetime and intelli- 
gent action afterward. 

There may be the problem of continuing success- 
ful management of the company; or of establishing 
a market for the stock. 

The problem of liquidity, after his death, is apt 
to be serious: Can ample cash be assured for taxes? 

Or there may be a wide gap between the Gov- 
ernment’s valuation of his holdings, for estate tax 
purposes, and his Executor’s ideas on the subject. 

Most and probably all of these problems can be 
worked out satisfactorily, if there is coordination 
in advance among the owner, his attorney, and the 
Trust Company. The outcome should not be left to 
time and chance. 
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. . The modern look of 


Cover Picture . 
downtown Melbourne, capital city of Vic- 
toria, could resemble almost any metro- 


politan area in the United States if it 
were not for the traffic on the “wrong” 
side of the street and the statuesque 
cathedral in the background. Trust com- 
panies in Australia and neighboring New 
Zealand resemble our trust institutions in 
many ways. The Common Trust Fund device 
had its origins in New England in the 19th 
century in the state-managed Public Trust 
Office, although this vehicle was only re- 
cently made available to private trust in- 
stitutions there. The trust companies of 
Australia and New Zealand do not function 
as part of a general banking business; they 
are in fact prohibited from engaging there- 
in. In addition, these companies operate 
in a dual system, private trust companies 
facing the competition of Public Trustees. 
This month TRUSTS AND ESTATES begins a 
series of cover pictures as a tribute to 
our subscribers abroad and to promote 
recognition of the global nature of trust 
business. 

Photo Australian News & Information Bureau 
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CORRESPONDENCE 


Final Regulations on 
Installment Estate Tax 


The final Treasury Regulations (Sec. 
20.6166) covering Section 6166 of the 
1954 Internal Revenue Code, dealing 
with the privilege of paying the estate 
tax in installments where the principal 
asset of the estate consists of a closely 
held business, were adopted on De- 
cember 28, 1960 and reported in T.D. 
6255. The final regulations are in con- 
tent substantially the same as the pro- 
posed regulations, analyzed by this 
writer in the December issue (p. 1134). 

One important provision in the final 
regulations, not contained in the pro- 
posed regulations, permits an executor 
of an estate to file a so-called “protec- 
tive election.” (Sec. 20.6166-1(e) (3) ) 
Suppose for example that, based on the 
information submitted on the Federal 
estate tax return, the estate does not 
qualify under Section 6166(a) to elect 
the installment payment method. In or- 
der to be effective, the statute requires 
that the election be made no later than 
the time prescribed for filing the tax 
return. If, upon a subsequent examina- 
tion by the Internal Revenue Service, 
the closely held business interest is re- 
valued so that the requirements of Sec- 
tion 6166 are met, the executor would 
find that a timely election could not be 
made. 

To correct this inequity Sec. 20.6166- 
1(a) (3) was added to permit the execu- 
tor to make a provisional election con- 
tingent upon the values as finally de- 
termined meeting the percentage re- 
quirements set forth in Section 6166(a). 
The protective election must be made on 
or before the due date of the return 
and should state that it is a protective 
election. In the absence of a statement 
in the protective election as to the 
amount of tax to be paid in installments 
and the number of installments, the elec- 
tion will be presumed to be made for 
the maximum amount so payable and 
for the payment thereof in ten equal 
annual installments. 

The second and only other significant 
difference between the proposed and 
final regulations relates to the limit of 
deficiencies payable in __ installments. 
Under the proposed Sec. 20.6166-1(d) 
the portion of a deficiency which could 
have been paid in installments was de- 
termined by subtracting the maximum 
amount of tax which the executor could 
have elected to pay in installments on 
the basis of the return as filed from the 
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maximum amount of the tax which the 
executor could have elected to pay in 
installments on the basis of a return re- 
flecting the adjustments which resulted 
in the deficiency. The final regulations 
increase the limit of the amount of a 
deficiency assessed by the Commissioner 
which the executor may elect to pay in 
installments. They provide that the 
amount of a deficiency which may be 
paid in installments shall not exceed the 
difference between the amount of tax 
which the executor elected to pay in 
installments and the maximum amount 
of tax which the executor could have 
elected to pay in installments on the 
basis of a return reflecting the adjust- 
ments which resulted in the deficiency. 
This amount is then prorated to the 
installments with respect to which the 
executor elected to pay the tax. The part 
of the deficiency prorated to install- 
men's not yet due is to be paid at the 
same time and as part of such install- 
ments. The part of the deficiency pro- 
rated to installments already paid or 
due is to be paid upon notice and de- 
mand from the district director. 
Richard H. Kalish, C.P.A. 
Peat, Marwick, Mitchell & Co. 
New York 


T&E in Africa 


This Association subscribes to your 
valued Journal and from time to time 
there appear articles which I would 
like to circularize to our 51 member 
companies. This letter is written to ap- 
ply for your formal permission to re- 
produce and circulate pages 711-2 of - 
your August 1960 issue. 


J. W. A. Parkhurst 
Secretary, Association of 


Trust Companies in Union of 


South Africa, Cape Town 











YOU NOW ENTERING 


BAKERSFIELD + BEVERLY HILLS 
CHICO - EUREKA + FRESNO | 
GLENDALE + HOLLYWOOD - LONG BEACH 
LOS ANGELES - OAKLAND 
PASADENA - POMONA - REDLANDS 
RIVERSIDE - SACRAMENTO + SALINAS 
SAN BERNARDINO + SAN DIEGO 
SAN FRANCISCO + SAN JOSE 
SAN MATEO - SANTA ANA 





SE SE SERIE ee , 


= PERO HAL 





SANTA BARBARA + SANTA ROSA 
STOCKTON - VENTURA - WHITTIER 




















Ep. Note: Permission was readih a” 


granted to reprint this story on Jack 
Kelly’s Will, which aroused more re- 
sponse and similar requests from our 
readers than any other piece in recent 
years. 
AAA 

e Bank of Delaware, Wilmington, has 
received the United Shareholders Annual 
Meeting Award for 1960-61 “for meri- 
torious achievement in the field of man- 
agement-shareholder relationship.” The 
award reads, in part: 

“For encouraging participation in 
American Corporate ownership so es- 
sential to strengthening the pillars of 
our constitutional form of government 
and upgrading our American way of 
life, for notable leadership in associa- 
tion with his confreres. this award is 
presented to Edwin P. Neilan, chairman 
of the board and president.” 
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Wherever You Go in California... 


OUR STATEWIDE TRUST SERVICES 
ARE AT YOUR DISPOSAL 


With over 700 convenient branches throughout 
this state, B of A’s Trust Department serves all 
of California. Fully equipped district Trust Offices 
are in each of the 27 communities listed above. 


BANK OF AMERICA 
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THE NEW SKIPPER AND CREW of our Ship of 
State inherit a staunch vessel, thanks to 
the great men who built her under the name 
of the Constitution, and fitted her out 
with a noble Bill of Rights, and to the 
many great men — and generals — from 
Washigton to Eisenhower who manned her 
through many troubled waters. There are 
thirty-seven more stars on her flag, and 
together they represent the leadership of 
the Free and would-be free world, an un- 
enviable reSponsibility but one we cannot 
avoid and preserve our own. The course 
will certainly change, but by degrees, not 
reversal, and like her sister-ship 'Hope' 
she will surely fill a full cargo of 
social and economic well-being if we fol- 
low — each with his best effort — the key- 
note of Eisenhower's Commission on Nation- 
al Goals: 

"Above all, we must each strengthen our 
own sense of individual responsibility for 
America's traditions and ideals." 

This, too, was the fulcrum of President 
Kennedy's fine inaugural address when he 
said: 

"Ask not what your country can do for 
ou — aSk what you can do for your coun- 
try. 

The answer to all our greatest problems, 
from the home to the international scene, 
is as simple and as difficult as that. 

Instead of seeking more Bread and Cir- 
cuses, more subsidy and handouts, more 
pay for less work, we must remember also 
his words: "...the rights of man come not 
from the generosity of the state but from 
the hand of God," and that our world role 
is to help others to help themselves. But 
Since the hand of God can work only 
through the hands and heads and hearts of 
men, let us start setting an example for 
this new frontier by giving a bit extra 
to our community, our work and the service 
of our country, and "explore what prob- 
lems unite us instead of belaboring those 
Which divide us." 

"Sail on, O Ship of State! 

Sail on, O Union, strong and great!" 
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ONCE MORE H.R. 10 HAS BEEN INTRODUCED 
by Congressman Keogh but this time the 
bill bears only slight resemblance to the 
measures which in varying forms he has 
been offering the Federal lawmakers for 
the past decade. Departing from the sim- 
ple concept of allowing a self-employed 
individual a limited tax deduction for 
amounts voluntarily set aside in re- 
stricted trust or insurance or annuity 
policy, the current version of the pro- 
posal adopts the complex form offered by 
the Senate Finance Committee in the last 
Congress after the Keogh Bill had passed 
the House. The Senate draft would have 
brought self-employed persons under exist- 
ing legislation relating to corporate em- 
ployer plans by treating such persons as 
their own employers and employees. The 
new H.R. 10, nevertheless, makes some sig- 
nificant changes from the Senate draft, 
which are summarized at p. 131. 


THE TRUST ARRANGEMENTS entered into by 
Secretaries Dillon and McNamara, in order 
to comply with the Federal "conflict-of- 
interests" law, raise a major question of 
Justice. While the objective of the law is 
thoroughly understandable and proper in 
barring cabinet officers from holding in- 
terests in firms doing business with the 
Government, compliance can impose an undue 
penalty upon a citizen who may already be 
making great financial sacrifice in dedi- 
cating himself to public service. Mr. Mc- 
Namara, for example, was required to dis- 
pose of all of his Ford holdings, which 
probably entailed a substantial capital 
gains tax. The proceeds were to be held in 
trust by a bank with investment discretion 
in an advisory firm. But this did not 
satisfy certain Senators who insisted 
that the fiduciary could still purchase 
Stock of companies dealing with the Gov- 
ernment. The Defense Secretary agreed to 





Despite New York’s worst weather in decades, the attend- 
ance at the 42nd Mid-Winter Trust Conference, in session 
as this issue goes to press, was remarkably full-house. The 
proceedings will be published next month. 
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go along with a provision that would pre- 
clude this possibility. The question 
arises whether it might not be feasible to 
devise a trust which would earmark — for 
charity or the Treasury — any excess in- 
come over the rate earned at its inception 
and any capital gains realized during the 
term of the trust or upon its termination. 
This, it would seem, would leave the offi- 
cial in no better — or worse — financial 
position for having served his country. 
Public office should not unduly enrich its 
office-holders, but it would be a travesty 
of justice if it were made to impoverish 
them. 


"CONTINUED INCREASE IN EVERY PHASE of 
Trust Business" has characterized almost 
every annual bank report in recent years 
so that it would be monotonous, even un- 
newsworthy, were it not for the fact that 
this record is almost unique in the busi- 
ness annals of the States and Canada, in 
fact wherever the corporate fiduciary has 
become an established institution of pub- 
lic service. The exception is Red China, 
but as no fault of the service, which can 
operate only under Freedom, while it sup- 
ports it. Not so frequent are reports that 
trust business has contributed a corre- 





Sponding increase to bank earnings —- qi. 
rectly. The humanized, personalized aid 
that trust services have given, however, 
have not only been a key factor in keeping 
important commercial accounts on the 
books, but by its extension to serve those 
of modest means, to bring the helpfulness 
of the Bank to the attention of the gener. 
al public. It may well be that better pay 
is deserved for fiduciary work, and 
greater efficiency is needed — through ap. 
propriate standardization, electronic sys. 
tems and education of staff and public - 
but the fact is that here lies the heart 
of the corporate Bank. 

Record highs in trust assets were re- 
ported by 70 of the first 150 bank annual 
reports for 1960 reviewed by T&E. Record 
gross income was shown by 32. (See p. 103.) 


ACCEPTANCE OF NEW TRUST BUSINESS should 
involve a far more detailed cost analysis 
than may be generally suspected. It is not 
Simply a matter of calculating the pro- 
jected fees on the basis of the value of 
the account proffered, but one of examin- 
ing the nature of the assets, scope of 
duties, initial costs in putting the ac- 
count into operation, and a host of 
special problems (See p. 96). 











A. B. Shultz — 1882 wood engraving 
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“The Reading of the Will: Hopes Fulfilled and Expectations Disappointed” 
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Stocholder Description 


- 


Manual 
A new booklet — “Uniform Proced- 
yres for Stockholder Descriptions and 
Addressing” ——- has been published by 


the New York Clearing House Associa- 
tion to assist in obtaining generally ac- 
cepted methods of abbreviating the in- 
formational material that has to be in- 
cluded in stockholder descriptions. What 
is new is the effort made to reach a 
common understanding of the problems 
involved. Most of the data have been 
used by many corporations, banks and 
brokers. 

Simple examples of the abbreviations 
are (1) for “John Doe and Mary Doe 
as joint tenants with right of survivor- 
ship and not as tenants in common” 
can be abbreviated to “John Doe & Mary 
Doe Jt. Ten”; (2) Where a custodian 
for a minor functions under the Uni- 
form Gifts to Minors Act the standard 
form, followed by the abbreviation for 
the state, might read “John Doe Cust 
Mary Doe Unif Gift Min Act Ky.” In 
more extreme cases an eight line head- 
ing may be reduced to only two lines. 


The booklet was produced with the 
cooperation of organizations represent- 
ing the allied interests of corporations, 
transfer agents, security dealers, banks, 
and stock exchanges. Copies are avail- 
able from the New York Clearing 
House Association, 77 Cedar St., New 


York 5. 
A A A 


Erle Cocke New Chairman 


of F.D.I.C. 


Erle Cocke, Sr., formerly chief execu- 
tive officer of Fulton National Bank, At- 
lanta, and former president of the Amer- 
ican Bankers Association, was elected 
last month as 
chairman of the 
Federal Deposit In- 
surance Corpora- 
tion. Mr. Cocke, 
who has been a 
member of the 
F.D.1.C. board 
since 1957, will 
succeed Jesse P. 
Wolcott, who has been chairman since 
that year. 

Mr. Cocke named William M. Mor- 
oney, 26-year member of the F.D.I.C. 
legal staff, to the post of assistant to the 
chairman, Neil G. Greensides will be 
assistant to Mr. Wolcott (who continues 


a a director) and chief, division of 
examination. 





ERLE COCKE 


FeBRuARY 1961 


Changes for FPRA School 


New staff members, a new grading 
plan, and revised seminars will charac- 
terize the 1961 session of the School of 
Financial Public Relations. The director 
will be Robert Lindquist, vice president 
of Harris Trust & Savings Bank, Chi- 
cago. He will replace Daniel R. Lang, 
dean of Northwestern University’s Eve- 
ning Division, who will continue to 
teach and also will fill a new post, that 
of educational advisor. 

Classes will be rearranged into “com- 
pact days,” leaving the evenings free. 
Seminars will emphasize the use of case 
histories and a revised grading system 
will give students a detailed picture of 
their progress. 

This year’s School will be held July 9- 
22 and, as usual, on Chicago’s North- 
western University campus. 


A AA 


Estate Planning Program 
for Women 

A special ladies’ program on “Wills, 
Trusts and Estates” was held on Jan- 
uary 23 for the bank women and dele- 
gates’ wives attending the 32nd Annual 
Midwinter Conference of the Wisconsin 
Bankers Association. 


Panelists for the special ladies’ pro- 
gram were: Catherine B. Cleary, vice 
president, First Wisconsin Trust Co., 
Milwaukee; A. Robert Jones, vice presi- 
dent and trust officer, Bank of Madison; 
and Arthur Saltzstein, vice president, 
Marine National Exchange Bank, Mil- 
waukee. 

A AA 


ADDITIONS MADE TO FLORIDA 
OPERATIONS MANUAL 


Six more chapters have been prepared 
for the Trust Operations Manual of the 
Florida Bankers Association Trust Divi- 
sion by active trust officers in the state. 
The latest subjects to be added are: Ad- 
ministrative Check List; Statement of 
Principles of Trust Department Manage- 
ment; Stock Transfer Routine Proced- 
ure and Records; Policies and Proced- 
ures for Pension and Profit Sharing 
Trusts; Insurance on Securities Trans- 
ported by Mail; and The Community 
Foundation. 

A A A 

e Maurice H. Stans, who was budget di- 
rector under President Eisenhower, will 
become president of Firstamerica Cor- 
poration on March 30. Mr. Stans will 
also become vice chairman and a director 
of California Bank, Firstamerica’s larg- 
est subsidiary. 





THE BANK that is 
as much a part 
of Philadelphia as a 


PHILADELPHIA LAWYER 
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Broad and Wainut Streets, Philadelphia 9, Pa. 
Member Federal Deposit Insurance Corporation 
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The Cost Viewpoint in 


ACCEPTANCE OF TRUST BUSINESS | 





W. L. SIMPSON 
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Trust Officer, National City Bank of Cleveland, Ohio 


VERY TIME A NEW ACCOUNT IS OPEN- 
EK ed or a potential account is prof- 
fered, a trust institution is faced with 
the problem of analyzing it from the 
viewpoint of acceptability. In the or- 
ganization and evolution of a trust in- 
stitution an attempt is made to gear 
activities in such a way that accounts 
may be administered in a routine man- 
ner. An attempt is made to obtain stan- 
dard terminology in trust instruments, 
to anticipate and provide for legal and 
tax implications, to avoid administra- 
tive and operational pitfalls and to anti- 
cipate the extraordinary service. 

In spite of this we are never sure that 
we have not overlooked something — 
that we may not have fully utilized the 
expert knowledge gained by us through 
years of account administration and op- 
eration. 


Basis for Analysis 


To pass on account desirability we 
must first have some idea of our in- 
volvement. We should envisage the 
characteristics of a typical account in 
the same category as a standard against 
which to measure the direction and ex- 
tent of deviation for the account being 
tested. Among the many questions we 
must ask concerning this typical account 
are the following: 


1. What is the background of the 
account, including the numbers, types 
and status of parties in interest? 

2. What are the natures and quan- 
tities of the assets comprising the 
account? 

3. What services would we normally 
render? 

4. How frequently do we report on 
account status and activity via in- 
ventories, reviews and statements? 

5. How frequently do we remit, and 
in what manner? 

6. Do we have sole responsibility or 
is it modified and shared with a co- 
fiduciary, an advisor or someone with 
right of direction or approval? 


None of the answers to these ques- 


; This article, written at the request of the editors, 
is based upon a thesis submitted in partial fulfilment 
of the requirements of the Stonier Graduate School 


of Banking, A.B.A. A limited number of copies of | 


the thesis are available from the author. 
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tions will do us much good unless we 
know the costs of our services. Each of 
us should set the determination of costs 
for every increment of service as our 
ultimate goal. If we cannot cost out an 
account within closely defined limits of 
reliability we must surely try to deter- 
mine account desirability by developing 
an analysis consistent with good ac- 
counting practices rather than by rely- 
ing purely on intuition. 


Pre-Acceptance Analysis 


Whatever the manner in which a new 
account may be offered, we must have 
a pre-determined acceptance policy and 
a prescribed method for studying the 
proffered account. We must have a liai- 
son between our legal and business de- 
velopment sections, and between these 
sections and our administrative and op- 
erational functions. 

In this analysis we shall inspect the 
account from administrative and opera- 
tional points of view, not from a legal 
angle. We cannot divorce completely the 
legal aspect from our analysis. Every 
phase of trust accounting, every journal 
entry that records a transaction is but 
a mathematical expression of one or 
more legal conclusions. 


Assets 


First of all, what are we dealing 
with? If the assets are securities, what 
is their status when we inherit respon- 
sibility for them? If a wholesale turn- 
over seems in order, can we devise a 
program that will not adversely affect 
the tax status of the account? Shall we 
experience difficulty in disposing of se- 
curities or become involved in any prob- 
lem of liquidation? 

Every bank should have facilities for 
handling income - producing property. 
Real estate is a common asset in estates, 
usually as a personal dwelling but often 
enough as an investment to be followed 
for a period of time. 

The handling of income-producing 
property is not difficult, barring unusual 
circumstances. There are the usual prob- 
lems of rentals, rent collections, mainte- 


nance, insurance and the necessary ac. 
counting for receipts and disbursements, 
The type and location of the property 
could well be our chief concern. We 
should decide whether or not it js | 
beneficial to be associated with the 
property or if it could better be handled 
some other way. 

When a trust institution establishes 
itself in business it implies that it has 
the ability to administer assets com. 
mon to the trust field, some of them if 
only for the duration of an emergency. 
A situation of this type might entail the 
active management of a going concern. 
As a matter of policy a trust institution 
should decide to what extent it is pre- 
pared to undertake this management. It 
should then seek to have provisions 
granting discretionary powers written 
into trust instruments so that it may 
determine whether a business should be 
operated or disposed of by liquidation 
or sale. 

In considering assets which may come 
into our possession we must be alert 
toward unusual circumstances and un- 
usual terms and toward any conflict 
with our morals, policies, organization, 
operations or schedules of charges. 


Duties 


In every trust instrument are listed 
duties that the fiduciary must perform 
or refrain from performing. Behind the 
explicit duties listed are the many impli- 
cit duties necessary for their implemen- 
tation. The duties not spelled out and 
perhaps not even hinted at may cause 
the most trouble. Operational patterns 
must be set up for each type of service 
offered in order to perform these duties. 
To disturb one of the patterns is to 
disturb timing and alignment over 4 
cross-section of allied patterns. At this 
point the extraordinary service is born. 

One of the commonplace situations 
faced by a fiduciary is modification or 
division of authority. A fiduciary cannot 
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with another who shares his duties. A 
corporate fiduciary is even more pre- 
cariously situated than the personal one 
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in that it is generally assumed that he 
has a greater fund of experience on 
which to draw and should be more 
aware of irregularities in account ad- 
ministration. 

An economic problem arises both 
from the sharing of the responsibility 
and from the added work entailed. 
When a corporate fiduciary acts with 
sole authority, he studies situations as 
they arise. makes the necessary recom- 
mendations. obtains the necessary com- 
mittee action and follows the problem 
to its conclusion — all of this within 
the confines of his own organization and 
with a minimum of waste motion and 
formality. 

Picture what happens when he works 
in alliance with an outsider. In addition 
to the steps taken under sole authority, 
he writes, phones, consults, and fre- 
quently ends up by starting the process 
all over again. He is fortunate indeed 


_ if the action goes off without a hitch 


or without a misunderstanding arising. 
To add to his woe he is frequently asked 
to share his compensation with the 
co-fiduciary when he should be seeking 
payment for the additional labor in- 


volved. 


Initial Costs 


When an account is opened there are 
myriad duties to be performed within 
a short time to place the account in 
operating condition. With so many rou- 
tine duties to perform, we look for se- 
curities and other assets with complica- 
ted transfers of ownership; we look for 
the account with a multitude of small 
investment holdings or off-beat invest- 
ments. What problems are involved and 
what expense will be incurred in con- 
verting such an account to a less com- 
plex diversification or to a more ortho- 
dox schedule of investments? 

When securities are being deposited. 
what kinds of records will be available 
to us for cost analysis? The degree of 
accuracy and completeness of available 
records may make a difference of hours, 
or even days, in time spent in analyzing 
costs and running down sources of in- 
formation. 

Another asset that varies in complex- 
ity of initial handling is real estate. At 
times conditions arise that can make a 
dent in account profits for some period 
of time. In any event, it would be wise 
to inspect the land or premises thor- 
oughly in advance to detect sources of 
liability and to review the fire, liability 
and other insurance programs to cover 
eventualities. 

Another generator of initial costs is 
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the succession to another fiduciary. 
Whether it be a true and direct succes- 
sion (e.g., one trustee succeeding an- 
other, or an indirect succession testa- 
mentary trustee following a different 
executor or administrator) the trustee 
must satisfy himself of the fidelity and 
accuracy of the foregoing administra- 
tion, of conformance with the terms of 
the instrument and of the accuracy of 
distributions made. To properly ascer- 
tain these things and whether or not 
the assets being delivered are those to 
which the succeeding fiduciary is en- 
titled, the successor must cover every 
phase of the administration in as much 
detail as if he himself had administered 
the account. Such reviews are costly and 
threaten account profitability. 

Two courses of action are open to the 
potential successor. The profitable one 
would be to seek consent to charge a 
reasonable fee for reviewing the previ- 
ous administration. This consent must 
be sought from any probate court hav- 
ing jurisdiction as well as from all per- 
sons with an interest in the account. 
Consideration should be given to asking 
for sufficient funds to seek finality on 
accountings rendered to date on an ac- 
count subject to court jurisdiction. 

The other course of action would be 


to present the problem to the parties in 
interest and give them the choice of 
signing a waiver applying to the suc- 
cessor only and absolving him of any 
duties and any liability with respect to 
the analysis of the prior administration. 
The waiver would permit him to accept 
the assets and status of the account with- 
out question and to assume the adminis- 
tration of the account quickly and with 
no added cost. 


Special Problems 


One of many special problems in the 
handling of an account is that of incom- 
patibility. It is obviously undesirable to 
be tied up in a contract with one not 
receptive to our investment, manage- 
ment or accounting philosophies if the 
differences of opinion would be detri- 
mental to the operation of the account. 
Such conflicts cannot always be antici- 
pated. We should not, however, know- 
ingly enter into a situation where we 
have no great hope for account contin- 
uance. 

There are several closely allied sub- 
jects to consider when touching on spe- 
cial problems — the family business, 
the partnership and the close corpora- 
tion. One problem in the family busi- 
ness is a cloudy status of ownership 
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operation with such clients. 


Investment 
Advisory Service 


BROWN BROTHERS HARRIMAN & Co. has served for many 
years as investment adviser to a substantial group of clients 
throughout the United States. 

Our staff includes specialists experienced in the invest- 
ment problems confronting trustees and other institutional 
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SOTHEBY & CO. 


the oldest firm of 


FINE ART AUCTIONEERS 


in the world. 


OF THE 14 HIGHEST PRICES 
EVER PAID AT AUCTION FOR 
PAINTINGS OR WORKS OF ART, 
13 HAVE BEEN ACHIEVED IN 
coe ROOMS SINCE OCTOBER 
1958. 


Our commission for selling pictures, 


drawings, silver, porcelain, jewels, 
antiquities and other works of art is 
10 per cent. Books, manuscripts, 


Oriental miniatures, engravings, etch- 
ings and Japanese art, 15 per cent. 
Last season Sotheby’s sold works of 
art worth 19144 MILLION DOLLARS, 
many of which were sent for sale 
from American collections and insti- 
tutions. 


“SOTHEBY’S 216TH SEASON” 
(illustrating 157 of these works of 
art, 12 in colour) can be ordered from 


SOTHEBY’S OF LONDON LTD. 

717 Fifth Avenue, New York 22, N. Y. 
PLaza 8-2891 (price $4.95) 
Sotheby’s representatives are always 
ready to visit any part of the United 


States to advise Trust Officers and 
owners of important property. 


























It takes 4 


SPECIALIST 


to LOCATE 4 


over a quarter century 
of service to 
ATTORNEYS + ADMINISTRATORS 
TRUSTEES + BANKS - EXECUTORS 
Offices and Correspondents 
in the United States 
and throughout the world 


ALTSHULER 
GENEALOGICAL SERVICE 


11 Beacon St:, Boston 8, Mass. 
Phone CApitol 7-4112 


ie 
Wa 











existing because of informal agreements 
among family members. Another is that 
the death of the decedent may have in- 
terrupted business continuity and dissi- 
pated good will and the value of the 
continuing operation. 

Some of the same things may be said 
about a partnership. The safe thing to 
do here is to make sure that there is a 
plan, possibly in the form of life insur- 
ance or purchase of interest by the re- 
maining partner(s), to bail out the fi- 
duciary upon the death of the testator. 

In a close corporation we may find 
ourselves the possessor of a controlling 
interest, a management problem and an 
uneasy group of minority stockholders 
watching our every move. Or we may 
find ourselves in the position of the 
uneasy minority stockholder of an 
anemic corporation with a non-existent, 
extremely limited or greatly depressed 
market for its stock. Whatever we do 
in either case, we stand the risk of be- 
ing second-guessed. It would have been 
much better had we expended a little 
more time and effort in research prior 
to accepting the responsibility. 


Additions, Withdrawals, Principal 
Payments 


We should endeavor to see that the 
door is left open in a trust instrument 
for additional deposits to the account. 
Withdrawals are another story. In an 
agency or revocable trust we cannot 
avoid the possibility of withdrawal. We 
can only guess the true intent of the 
principal or trustor. 

Close watch must be kept for provi- 
sions, such as fixed-amount or discre- 
tionary payments that might tend to de- 
plete principal over a period of time. A 
double-barrelled threat in the discretion- 
ary payment field is the sprinkling 
trust. In sprinkling distributions we not 
only consider the subject of the pay- 
ment but also the effect thereof on the 
fortunes of other beneficiaries. In es- 
sence, we go counter to one of the 
cardinal duties of a trustee — that of 
dealing impartially with beneficiaries. 
Even though doing (hopefully) what 
the donor or testator intended us to 
do, we may be at times subject to criti- 
cism and even lawsuit. 


Disposition 

How many times upon disposition of 
an account do questions arise concern- 
ing interpretation of the instrument? 
What do we do with undistributed or 
accrued income? Are the individuals so 


named or the classes of persons so de- 
fined that there is no doubt as to their 





identities? Just when, or under what 
conditions, do we distribute? P 

Let us survey the possible disposition | 
of the account from all angles and ask | 
the questions now rather than cour | 
trouble, delay and added costs later, | 





Service Charges | 

It is at this point in our analysis that § 
we sum up the net results of our ob. | 
servations. We compare the unique ac. 
count we have been studying against 
the “typical account” concept at every 
phase of the analysis. We account for 
the marked deviations and determine 
whether they be of such magnitude that 
they can be cited to the customer as , 
reasons to modify the quoted fee sched. 
ule. We check to see whether we are 
covered in the performance of extra. 
ordinary services. 

It is one thing to come up with cold 
calculations for deviations in time ex- 
pended and facilities and materials used 
in trust administrations, but yet another 
to calculate differences in the responsi- 
bility factor. We are prepared to act 
within a wide range of risks. If we feel 
that a greater risk is present than that 
which we had anticipated when we built 
our fee schedule, we should decline. 


Conclusion 


If the new business is offered to us 
with the chance of making a reasonable 
profit and the duties we must perform 
are agreeable, we shall accept the ac- 
count. If the business is not profitable, 
we may still accept the account for 
other considerations, such as_ allied 
banking or trust business or as a public 
service. Primal, however, is our duty 
to our stockholders to bring in a reason- 
able return on invested funds. 

The analysis of an account should be 
accomplished in a logical, but not ne- 
cessarily sequential manner. Much of 
the process is a matter of receiving rar- 
dom impressions from the terms of the 
instrument, the list of assets, and the 
backgrounds of persons with interests in 
the account, and of measuring these im- 
pressions against our total system and 
past experience. 

The precepts we follow in analyzing 
an account should be distilled from 
good, plain common sense. We must 
know our organization, our personnel, 
our capacity for doing business and our 
cost of doing business. We must know 
fiduciary principles and their operations. 
We must know our customers and other 
people with whom we come in contact. | 
Finally, we must utilize all of this ' 
knowledge with tact and understanding. | 
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Common Funds and Business 
Assets Discussed at Banking 
Law Meeting 


The most useful suggestion that an 


attorney con make to a client with a 
dosely held business interest is to dis- 
courage him from setting up a rigid 


plan in his will for its management or 
disposition. This was the conclusion 
reached by Joseph Trachtman, Adjunct 
Professor of Law at New York Univers- 
ity and New York legal editor of Trusts 
ano Estates, speaking at the annual 
meeting of the Banking Law Section, 
New York State Bar Association, in 
New York City on January 26. Mr. 
Trachtman urged that the question as to 
continuation or liquidation of the busi- 
ness be left for decision by the fiduciary 
or some other named person in a posi- 
tion to appraise the controlling factors 
after the testator’s death. The speaker 
referred his audience to three sources of 
comprehensive treatment of the subject 
of his address: 

Golden, “Perpetuating Family Busi- 
ness Through Estate Planning,” 
Oct. 1960 Trusts AND EstaTEs 906. 

Trachtman, “Responsibilities of Ex- 
ecutor as to Closely Held Busi- 
nesses,” Oct. 1951, TRUsTs AND Es- 
TATES 668. 

“Handbook on Handling Businesses 
in Trust,” Trust Division, Amer- 
ican Bankers Association. 

The use by attorneys of language 
which encourages a trustee to use its 
Common Trust Fund (or Funds) to the 
fullest extent permitted by law was re- 
commended by Reese H. Harris, Jr., ex- 
ecutive vice president, Hanover Bank. 
New York. Mr. Harris traced the legal 
history of such funds, which he called 
“without doubt the single most import- 
ant improvement in the techniques of 
trust administration” in the past 16 
years, 


The requirement that notices be sent 
to beneficiaries of participating trust 
accounts regarding the bank’s triennial 
accounting to the Court may have been 
“good law, but it was bad public rela- 
tions for trust companies. Most benefi- 
ciaries are hopelessly confused by the 
notice we have to send,” Mr. Harris ob- 
served. Various decisions related to the 
treatment of the Common Trust Fund 
as a separate entity were discussed. Mr. 
Harris expressed the belief that trust 
institutions should be permitted to in- 
vest in Common Trust Funds the agency 
accounts they manage for charitable or- 
ganizations and that the $100,000 maxi- 
mum for participations from trust ac- 
counts should be eliminated. In substi- 
tution there should be only a percentage 
limitation of 10% for funds under $2.,- 
000,000 and 5% for funds over that 
size. “The common fund of a_ bank,” 
he said, “is bound to be its investment 
‘showpiece’, receiving the best attention 
of its best people.” 


AAA 


Bank Fiduciary Fund Assets 
Top $10 Million 


At the quarterly valuation date of 
February 1, New York’s Bank Fiduciary 
Fund established a new mark, with as- 
sets of $10,573,000 held by 53 partici- 
pating institutions for the account of 
their beneficiaries. This Fund, the pio- 
neer organization of its type, was formed 
to serve customers of New York State 
trust institutions not operating their own 
common trust funds. 

Fund president Charles E. Treman, 
Jr., also president of Tompkins County 
Trust Co., Ithaca, told trustmen in at- 
tendance at the annual New York State 
Bankers Association Trust Division 
meeting last October that the informal 
per share market valuation at October 
14 was $109.83 which has now risen to 
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$115.39. Income distribution for the 
last quarter was $1.067 per share. 
A A A 
New Edition of 
PBA Textbook “Your Bank” 


A new edition of “Your Bank,” 
written by David H. Mckinley, associate 
dean and professor of banking, and the 
late George L. Leffler, assistant dean and 
professor of finance, both of the College 
of Business Administration at Pennsyl- 
vania State University, has been pub- 
lished by the Pennsylvania Bankers As- 
sociation Educational Foundation, Box 
152, Harrisburg. 

“Your Bank” has 16 chapters divided 
under the general headings of services, 
systems, safety and conclusion. The text 
has been completely rewritten to bring 
the statistics up to date and to take 
cognizance of the latest developments 
and trends in banking. The section on 
“What the Trust Department Does” dis- 
cusses the number of trust institutions, 
the volume of trust assets, how trusts 
are created, the various kinds of trusts, 
the safeguards, the investments, the 
handling of estates, the determination of 
charges, the advantages of a bank over 
an individual, agency services and 
guardianships. 

The volume is available at $1.50 or 
less, depending on quantity desired. 





Why Delaware? 


Delaware’s unique tax and 
trust laws facilitate the accu- 
mulation, management and 
conservation of property by 
corporations and non-resident 
individuals. 


They are but one reason why 
Wilmington Trust Company, 
as trustee, handles invest- 
ments for corporations, asso- 
ciations and individuals in 
virtually all states and many 
foreign countries. 

Other reasons, of course, are 
Wilmington Trust experi- 
ence; Wilmington Trust facil- 
ities. They unite in making 
ours one of the largest Trust 
Departments in the Nation. 
These benefits are available 
to you—and your clients. We 
welcome your inquiries. 


WILMINGTON 
Trust Company 


Wilmington, Delaware 











Accountant’s Role in 





INITIATING ESTATE PLANNING 


MICHAEL D. BACHRACH, C.P.A. 
Bachrach, Sanderbeck & Company, Pittsburgh, Pa. 


GREAT DEAL HAS BEEN SAID ABOUT 
A the CPA as a member of the hypo- 
thetical “Estate Planning Team.” I say 
“hypothetical” because seldom does it 
happen, in an estate planning confer- 
ence with a client, that a lawyer, under- 
writer, trust officer and CPA are all 
present. Nevertheless, while not neces- 
sarily working simultaneously as a 
team, each of the professions referred 
to has a part to play in achieving the 
desired result. 

Is the CPA really an essential part of 
the estate planning team? What can he 
contribute to the discussion which a 
skilled attorney, a competent trust offi- 
cer and an experienced life insurance 
underwriter do not already know? The 
answer to the first question, of course, 
is yes. The answer to the second ques- 
tion depends upon the qualifications of 
the particular CPA. 

If the CPA is well versed in taxes, 
and it sometimes happens that he is 
the only one in the group who is, he 
can render a valuable service by point- 
ing out the tax effects of the various 
proposals under consideration. Even if 
he is not an estate tax expert, he can 
nevertheless contribute a great deal be- 
cause of his intimate knowledge of the 
client’s financial affairs. 

First let us make a distinction be- 
tween accountants and accountants. 
There are those who spend most of their 
time in auditing large industrial and 
financial corporations. Obviously these 
corporations are hot interested in es- 
tate planning and neither are the ac- 
countants who serve them. 

Then there are the accountants who 
serve the vast majority of smaller busi- 
ness concerns and individual business- 
men. Most of the practicing accountants 
are in this category. By the very nature 
of the service they render, they acquire 
an intimate knowledge of their clients’ 
affairs. The longer they serve them, the 
more helpful they are to their clients, 
provided that the CPA continues to re- 


tain his independence and objectivity. 


Address before Boston Estate and Business Plan- 
ning Council, Jan. 25, 1961. 
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If he yields to the temptation of becom- 
ing a “yes man” just to please an in- 
sistent client when he knows the client 
is wrong then his usefulness to the cli- 
ent comes to an end, 


Familiar Case History 


Let us look into a case history. It is 
a familiar story and every successful 
CPA has one in his files. 

The Neversay Die Company, Any- 
town, Pa., is a successful manufactur- 
ing company whose products are dis- 
tributed all over the country. The busi- 
ness was started in 1917 by Neversay 
Die (known to his friends as Nick) with 
an initial capital of $5,000 and a bright 
idea. He needed someone to set up a 
bookkeeping system so he hired an en- 
terprising young CPA who was recom- 
mended to him by a business friend. 
Nick and his CPA both worked long 
hours in their respective occupations 
and both were successful. Eventually 
Nick became Chairman of the Board of 
his multi-million-dollar corporation and 
the CPA is head of the best-known ac- 
counting firm in his bailiwick. 

The CPA watched the die company 
grow from its original days. Whenever 
the capital stock was expanded, he re- 
commended what kind of shares should 
be issued. When subsidiaries were or- 
ganized or acquired, he devised the 
form of organization or approved the 
purchase price. Whenever stock divi- 
dends were indicated he so stated. When 
pension and profit-sharing plans appear- 
ed desirable, he helped decide when 
and how. Nick Die never made a move 
of any consequence relating to his busi: 
ness without first consulting his CPA. 
Small wonder then, that the CPA. with 
his files dating back to the start of the 
concern, knew everything worth know- 
ing about Neversay Die Co. 

More than that. Each year the CPA 
prepared Nick’s personal income tax re- 
turn. This gave the CPA confidential 
access to Nick’s private life. He account- 
ed for every deposit that went into 
Nick’s bank accounts. He saw every 
check that Nick wrote. He knew to the 


penny how much Nick made or lost jn 
the stock market, how much he gave 
to the church and other charities, how 
much he loaned (or gave) to his friends, 
how much he ever got back. In short, 
nobody, not anybody, including Nick’s 
wife, knew as much about Nick’s per. 
sonal life as did the CPA. 

The years went on and one fine day, 
indeed, on his 62nd birthday Nick Die 
was taken to the hospital and, after a 
short illness, passed away. From this 
point on, our case history is no longer 
typical, but the probabilities are that 
there are many others who did have or 
will have the same unhappy ending. 


Chagrined Discovery 


When Nick’s will was opened, it was 
discovered, to everyone’s amazement, 
that it had been written some 22 years 
before his death. To say the least, it 
was completely out of date. There were 
a few modest bequests to some charities. 
The balance was left outright to the 
wife. Nothing could be simpler and 
nothing could have been more costly 
taxwise. The two sons, the one daugh- 
ter, and the grandchildren, were not 
mentioned. No provision was made to 
take care of certain close relatives and 
some close friends whom Nick was 
looking after. Nothing was said about 
who would manage the ten-million-dol- 
lar estate which Nick had dumped into 
his wife’s lap. 

Most disappointed of all was Nick's 
oldest son, Bill, president of the com- 
pany of which his father had _ been 
chairman of the board. Bill had fully 


§ 


. 


expected that his father would divide | 


his estate in such a way as to leave 
him most of his stock in the company. 
In fact, Nick had intended some day to 
get around to doing just that. But, like 
many other busy men, he put it off too 
long. 

Disappointment turned into chagrin 
and chagrin flared into resentment. 
Most of the resentment was directed 
toward the CPA who was the father’s 
intimate advisor and confidante. Pre- 
sumably he knew or should have known 
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“This is quite a letter of 
introduction, Mr. Toomey.” 





——————— a 


the existing state of affairs. Why hadn’t 
he reommended to the father a proper 
course of action? Why, among other 
things, had he permitted a situation to 
exist where the estate paid some two 
million dollars more tax than was neces- 
sary ? 

Most chagrined of all, of course, was 
the CPA. Despite his insistence that 
“the scope of his engagement” did not 
include any estate tax planning he knew 
down deep in his heart that he had been 
weighed and found wanting. He knew 
that the intimate confidential relation- 
ship which existed between him and his 
long-time client made him the logical 
man to have inquired about Nick’s will 
and the disposition of his estate. He 
recalled seeing checks for life insur- 
ance premiums while going through 
Nick’s personal check books. Why didn’t 
he inquire about the policies? This 
might have led to a discussion of death 
proceeds and death taxes. He might 
have then stumbled onto the fact that 
Nick’s will was obsolete. 

He recalled conversations with Nick 
about leaving stock to his son after he 
died. Why hadn’t he siezed the oppor- 
tunity to talk about Nick’s estate? Was 
it perhaps because he felt inadequately 
prepared to go into a discussion of es- 
tate and gift taxes? Why, then, had he 
not at least recommended to his friend 
and client that he consult his attorney 
or his bank? 


The Moral 


Let us not waste any pity on the CPA. 
He has learned his lesson, the hard way. 
Let us instead caution other CPAs not 
to be guilty of the same oversight. Let 
every CPA realize that he has a bounden 
duty to his clients, which the unique re- 
lationship confers upon him. The CPA, 
who knows more about his client’s busi- 
ness and personal affairs than any other 
member of the estate planning team, 
should be the first to initiate action. 

Most businessmen are busy men, and 
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they are prone to put off anything that 
does not appear to be urgent. They must 
be prompted to do the things they ought 
to do, and the prompting is most ef- 
fective when it comes from someone 
who has no axe to grind. The CPA is 
independent and impartial. He can look 
the client right in the eye and say “You 
need more life insurance.” He can ask 
the client how long it has been since 
he has revised his will. If the relation- 
ship between the CPA and the client is 
sound, the client, far from resenting 
this apparent intrusion into his privacy, 
will welcome it. He knows that the CPA 
is interested in his business and family 


welfare. After the CPA has paved the 
way, the other members of the estate 
planning team can be called in, as the 
need appears, to take it from there. 
What starts out to be a “what to do 
with your estate when you die” session 
often turns, as every estate planner 
knows, into a “how to arrange your 
affairs to the best advantage during 
your lifetime” discussion. The reason is 
obvious. Partnership agreements, for 
example, are reviewed as a matter of 
course and, likely as not, improved 
businesswise and taxwise. Perhaps it is 
decided that the business should be in- 
corporated, thereby solving the vexing 
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problems created by the decease of a 
partner. Existing corporate set-ups are 
reviewed and likely as not improved, 
capital-stockwise and taxwise, benefit- 
ing mostly the client, who is often the 
principal stockholder. The clients’ per- 
sonal tax returns are scanned, and here 
real opportunities usually present them- 
selves for beneficial tax planning. 


Some Specifics 


For example, the client may be sup- 
porting parents or married children out 
of tax-paid dollars, with only the ordi- 
nary exemption. Short-term trusts for 
this purpose will accomplish the same 
result at a considerable tax saving. 
There may be enough real estate and 
securities to justify a transfer to a new 
corporation arranged to avoid the per- 
sonal holding company classification, 
also saving a considerable amount of 
tax. The client might be advised to 
transfer irrevocably certain assets dur- 
ing his lifetime to donees who will ulti- 
mately be the beneficiaries of his estate, 
thereby saving immediate income taxes 
and future estate taxes. These and other 
ideas generally come to mind when ex- 
amining an individual’s estate picture, 
and they constitute excellent reasons 
why estate planning should begin at an 
early age rather than be deferred until 
the client contemplates retirement. 

Above all, and of paramount import- 
ance, is the place of life insurance in 
the personal and business estate. Put- 
ting aside all the sentimental appeal of 
the widow and the young children, the 
purchaser of insurance is putting his 
money into the safest investment on 
earth, and at the same time providing 
a tax-free fund immediately available 
when it is most needed. Intelligent use 
of life insurance plays an important part 
in practically every phase of human 
endeavor. 

Among other things, life insurance 
provides the funds necessary to buy out 
a deceased partner or stockholder. It 
provides a source of ready cash to tide 
the individual or his struggling enter- 
prise over an unexpected emergency or 
a serious recession. It promotes em- 
ployee welfare by enabling the em- 
ployee, through the device of split-dol- 
lar premiums, to carry much larger 
amounts of personal insurance than he 
could otherwise afford. It furnishes the 
executor of an estate enough money to 
pay taxes and expenses so that assets 
do not have to be sacrificed. The experi- 
enced CPA knows all this from his own 
background and he should be alert at 
all times to make sure that his client 





knows it too, and what’s more, that he 
acts accordingly. 

We hear a great deal in this day and 
age about the emergence of the CPA 
into the field of management Services, 
Business enterprises look to their ag. 
countants for more than auditing of 
books and preparing of tax returns, 
They want their accountants to improve 
the operating procedures so as to cyt 
waste and produce greater efficiency, 
What is true of business concerns js 
also true of individuals. They, too, need 
management advice on how to manage 
their personal finances, how to arrange 
their investment programs, how much 
and what kind of life insurance to carry, 


how to plan their estates, etc. The CPA | 


may not know all the answers himself, 
but he is the one man who, knowing 
more about his client than anyone else, 
owes it to himself and his client to 
make sure that he applies to the client’s 
personal affairs the same _ guidelines 
that are applied to management services 
generally, namely, to determine which 
areas need attention and then see to it 
that it is referred to the proper special- 
ist. The CPA who is sincerely interested 
in his client’s welfare can do no less. 


AAA 


PeprRIcK ASSISTANT DIRECTOR OF 
NATIONAL TRUST SCHOOL 


Professor Willard H. Pedrick of 
Northwestern University School of Law 
has been named assistant director of 
The American’ Bankers Association 
Trust Division’s National Trust School. 
Professor Pedrick 
served as admini- 
strator of the 
courses in trust 
new _ business at 
the first session of 
the school last 
year, which is con- 





WILLARD H. PEDRICK 


pus of Northwestern University in 
Evanston, Ill. Earlier he had been di- 
rector of the Trust Development School 
of the Illinois Bankers Association. 
The National Trust School, newest 
educational activity of The American 
Bankers Association, was founded in 
1959 and conducted its first session in 
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gust on the cam: | 


1960. Robert G. Howard, deputy man- © 
ager and secretary of the A.B.A. Trust © 


Division, is director of the school which | 


is designed primarily for younger stafl 
members of trust departments and 
others who may have entered trust work 
from such occupations as law, insur- 
ance, or other kinds of banking. 
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ANNUAL BANK REPORTS SHOW 
FURTHER GROWTH IN TRUST BUSINESS 


EVENTY OF THE FIRST 150 BANKS 
§ whose 1960 annual reports have 
heen reviewed by TRusTS AND EsTaTEs 
reported trust assets at an all-time high 
and 32 banks reported record trust de- 
partment gross income for the year. 
Only one re ported a drop i in asset value 
and one a reduction in income, in both 
instances almost nominal. 


Among the methods of reporting em- 
ployed among these 150 banks the fol- 
lowing deserve commendation as being 
helpful to stockholders or others inter- 
ested in the bank’s trust business, not 
to mention their value for employees 
within the bank itself: a) Listing of the 
members of the directors’ trust commit- 
tee or a group picture of them; b) Fig- 
ures for trust department earnings and 
assets and a breakdown of the asset vol- 
ume by types of trust department ac- 
counts; c) Reference to one or more 
Common Trust Funds with summary 
figures of assets and number of ac- 
counts participating, and perhaps a 
portfolio summary or explanation of the 
value of multiple funds; d) Designation 
of the function or special field of activ- 
ity of trust executives in the list of bank 
oficers; e) Educational and training 
highlights for selected executives of the 
trust department. 

In contrast to these favorable points 
it might be well to reconsider the 
methods in use where any of the follow- 
ing occur: a) Extremes of size, dullness 
or fanciness; b) Repetitious data (e.g. 
Highlights and Table of Contents could 
be combined) ; c) Absense of compara- 
tive figures (with previous year or 
period ) . 

Unfortunately some banks (15 of 
these 150) give virtually no information 
about their trust department. In some 
cases the reader would not even know 
the bank had a trust department except 
by studying the titles in the list of off- 
cers. Some banks have advised us that 
they issue no report at all, although it 
would seem that stockholders deserve an 
accounting of their investment, not to 
mention the value to the bank in using 
a report for its public relations and new 
business development activities. 

The mention of pension and profit 
sharing plans and of estate planning 
efforts as sources of new trust business 
is almost universal for those banks that 
Teport trust department activity in some 
detail. Recognition in the reports of the 
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assistance of attorneys, life underwriters 
and accountants is ever increasing, as 
well as the new business obtained 
through directors, stockholders, com- 
mercial department officers and custom- 
ers themselves. The following excerpts 
from reports supplement the data re- 
corded in the table on page 104. 


Birmingham Trust National Bank 

New trust business of all types set a 
new high mark. Present quarters, occu- 
pied in 1951, have become inadequate. 


First National Bank, Montgomery 


Wills probated in 1960 brought in as- 
sets of more than $1,100,000. Wills made 
in 1960 naming the bank far exceeded 
those maturing during the year. Active 
trust accounts were 515 in 1950 and 838 
in 1960. 


California Bank, Los Angeles 


An investment Trust for Employee 
Benefit Plans consisting of a stock fund 
and a bond fund was activated. An 
additional regional trust department 
was opened in Beverly Hills. 


Citizens National Bank, Los Angeles 


A regional trust department was estab- 
lished in the Whittier office. Investment 
results of pooled investment funds for 
pension and profit sharing plans were 
superior to the average performance of 
the security markets. A data processing 
center to consolidate handling of check- 
ing, loan and trust accounting was com- 
pleted. 


Security First National Bank, Los Angeles 


New business, plus additions to exist- 
ing accounts, and the value of wills de- 
posited, totaled $479 million, exceeding 
1959 by 6% in number and 18% in dollar 
volume. There are 643 officers and em- 
ployees engaged in trust work. 


Union Bank, Los Angeles 


New business reached an all-time high. 
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Advertisement in Wilmington paper of Nov. 
25, 1885, announcing opening of forerunner 
of present Bank of Delaware. 





Wills on file have a gross value in excess 
of $500 million. Regional trust offices 
will be opened in 1961 in Orange County 
and Santa Monica areas. 


Bank of California, San Francisco 


Fees have doubled in six years, largely 
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Growth of trust assets at California Bank, Los Angeles. 
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| TABULATION OF TRUST DATA IN ANNUAL REP( } 


Code: 


Figures halons + or 


+ = Increas2 cver last year; 


- = Decrease from last year; * = Recor] high; 
represents millions of dollars; figures after + or — represent change frcm last year in % or millions of dollars. 


/s.es re, rescnt pe-sonal tr. st department including agency funds where given in report. 


Trus: 


earnings are grcss unless marked ‘“‘N”’ for net. 


Bank 


ALABAMA 
Birmingham Trust National Bank ............. 


Amer. 


First Nat. Bk., Mcbile ........ 


Nat. Bk. & Tr., Mobile 


First Nat. Bk., Montgomery ... 


CALIFORNIA 

California Bank, Lcs Angeles ... 

Citizens Nat. Bk., Los Angeles .. ae 
Security First Nat. Bk., Los Angeles .............. N 


Union Bank, Los Anceles 


Bank of California, N.A., San Francisco . 


Wells Fargo Bk. Amer. 


Tr., San Francisco .... 


COLORADO 


Celcrado Nat. Bk., 


Denver . 


CONNECTICUT 


City Trust, 
Putnam Trust, Greenwich 
Conn. 
Hartford Nat. 
New Britain Nat. 


Bridgeport 


Bk. & Tr., Hartford .. Soe rear Atoka 
Bk. 





New Britain Trust . 


Brcoks 
Colonial Bk. & Tr. 
Waterbury Nat. Bk. 


OPUNRUOR © 5a -isscscncccecenaiss 
Waterbury . 


Bk. & Tr., 


DELAWARE 


Bank of Delaware, Wilmington . 


pecs $1 


I NN oe sencanannsccanpicenanns 


D.STRICT OF COLUMBIA 


American Security & Trust 
National Bank of Washington 


National Savines & Trust .... Diese cob sellvcos 
Riggs National Bank ............................. 


Union Trust ..... 





FLORIDA 
Atlantic Nat. Bk., Jacksonville ........................ N 


Earneit Nat. Bk., Jacksonville 
First National Bank, Orlando ............................ 


First National Bank, Tampa ................ 


CEORGIA 


Fulton National Bank, Atlanta ................... 
Trust Co. RSE 
First National Bank, Columbus .............. 


cf Cecrgia, Atlanta 





IDAHO 
Idaho First Nat. Bk., Boise .......... 


ILLINOIS 


Amer. Nat. Bk. & Tr., Chicago ees acc 
City Nat. Bk. & Tr., Chicago .......................... 


Cont. 
First National Bank, Chicago ............. 
Harris Trist & Sav. 
Lake Shore Nat. Bk., Chicago 


ill. Nat. Bk. & Tr., Chicago 





Se 7 


La Salle Nat. Bk., Chicago... 
Northern Trvst, Chicago ........... 
Sears Bank & Trust, Chicago 


INDIANA 
Irwin Union Bk. & Tr., Columbus .................. 


kirst National Bank, Elkhart 
lort Wayne National Bank .................. 
Lincoln Nat. Bk. & Tr., 
Amer. 
Indiana Nat. Bk., 
Purdue Nat. Bk., 
Amer. 
Second Nat. Bk., Richmond .............. P 
First Bank & Tr., 





Fort Wayne. 
Fletcher Nat. Bk. & Tr., Indianapolis 
Indianapolis ............... 

Lafayette . 
Nat. Bk. & Tr., Muncie 





South Bend ......... 


Nat. Bk. & Tr., South Bend 


KANSAS 
Piset Net. Bk. Topeka: .................... 


KENT CKY 
First Nat. Bk. & Tr., Lexington .......... 


Citizens Fidelity Bk. & Tr., 
Liberty Nat. Bk. & Tr., Louisville 


Louisville = 





MAINE 


Depositors Trvst, 
Canal National Bank, Portland ........ 


a rhe ee ea 


First National Bank, Portland ............... 
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Earnings 


* 138% 


$1.6 * 


t++t+ # 


++ 


40% 


Assets 


a 
: 


$49 + 
$750 # 
BS$678 * 


B $12 - 
B$19 + 


oeers 


$69 
$34 +- 


% 


B$408 * 
PA 


wR 
t 
te 

* 


+4+4t++e## 2 # # 


$20 * 


% # 


B$100 


$8 


40% 


10% 


Bank 
MARYLAND 


Baltimore National Bank . ee caceran acai eect 
First National Bank, Baltimore eee Fee 
Mercantile-Safe Dep. & Tr., Baltimore .......... 
Union Tr. Co. of Md., Baltimore seeteeenloces 
Seecnd Nat. Bk., Cumberland ............... 
MASSACHUSETTS 
First Nat. Bk.-Old Colcny Tr., Boston ... 
Boston Safe Dep. & Trust . ghee 
New England Merchants Nat. "Bk., “Bo ston _ 
S’ockland-Atlas Nat. Bk., Boston ...................... 
State Street Bk. & Tr., Boston ......................... 
Hervard Trust., Cambridge ................ 
Unicn Nat. Bk., Lowell 
Pittsfield Nat. Bk. Ae rien meee 
Valley Bk. & Tr., Springfield . Piaget edo tls 
Were;:ster County Nat. Bk., Worcester 
M!'CHIGAN 


Detroit Bk. & Tr. ....... 
Manufacturers Nat. Bk., 
Nat. Bk. of Detroit . pose 
City Bk. & Tr., Saskeon aes ene 
Hackely Union N/B.& Tr., Muskegon SaSeeceten 






“Detroit Bad 








First Nat. Bk., Kalamazoo ......................:. 
Union Nat. Bk., Marquette ........ 
MINNESOTA 

Awmcrican Nat. Bk. St: Paul ................:...... 
MISSISSIPPI 

Pivat Wat. TK.;. JaCwOOR gnc. scn 5. csnce nes. cacccccns 
MISSOURI 


C mmerce Trust, Kansas City .........000............ 
Boatmen’s Nat. Bk., St. Louis .. 
Mercantile Trust, St. Louis .............................. 
ot. Louis Union Tr., St. Louis. ......................... 
Sceurity Mutual Bk. & Tr., St. Louis 
NEBRASKA 

First Continental Nat. Bk. & Tr., Lincoln .... 
NEW JERSEY 

First Camden Nat. Bk. & Tr., Camden 
Hudson Tr., Hoboken ................. 
Fidelity Union Tr., Newark ............................... 
Nat. Newark & Essex Bkg., Newark ... 
ja A | 
New Jersey Bk. & Tr., Passaic ........ 
Tirst Nat. Bk. of Passaic County 
Plainfield Tr. State Nat. Bk., Plainfield 











Citizens First Nat. Bk. & Tr., Ridgewood .... 
NEW YORK 
Nat. Commercial Bk. & Tr., Albany .............. 


Chemung Canal Tr., Elmira ............................ 
Bankers Trust, N. Y. C. 

Chemical Bk., New York Tr. N. YY. Cc. 
Empire Trust, mn. &s ©. 
liduciary Trust, N. Y. Cc. LISI 
First Nat. City Tr., N. Y. C. ...... 
(race Nat. Bk., N. Y. C. 
Hanover Bank, N. Y. C. 
Irving Trust, N. Y. C. 
Manufacturers Trust, N. "Y. Cc. palates saeceea 
Marine Midland Trust, N. Y. e. . Sees Areas 
Morgan Guaranty Tr., N. Y. Cz .....00........cccc0000 
United States Trust, I. Y. Cu. ....-..c-ccccacss-...2:- 
Central "rust, Rochester .......... ees 
Ccncsze Valley Union Tr., Rochester Ler 
eeemraty Te:, ReOCMCOGeP anc... cicssiccccccenscoccucocs 
First Tr. & Dep., Syracuse .......... 

Marine Midland Tr. of Mohawk Valley, Utica 
Oneida Nat. Bk. & Tr. of Cent. N. Y., Utica 
County Trust, White Plains ...............00.......... 
National Bk. cf Westchester, White Plains .. 


PENNSYLVANIA 


Cirard Tr. Corn Exch. Bk., Phila. .................. 
Provident Tradesmens Bk. & Tr., Phila. 
Meik n Nat. Bk. & Tr., Pittsburgh .................. 
Pittsburgh National Bank .................................. 


TEXAS 
Republic Nat. Bk., Dallas ................................ 
Kroxt Nat. Bk., San Antonio ...........c:....:. 














V'iRGINIA 
Peoples Nat. Bk., Charlottesville ...................... 
Virginia Trust, Richmond .............................. 


B = Book value, where so stated in report. 


Earnin; s Assets 
4: 
* i 
$4.5 + $1500 + 
- + 
¥ + 16%B 
+ $2859 * 
$4.1 + 16% * 
$1.9 * B$461 * 
+ * 
$5.8 * $900 * 
+ B$73 
+ $21 4 
= ~{ $604 
-h * 
% * 
ate 
+ 20¢ + 10% 
= 3 $31 
a * 
* 35% 
* 
4 + 
+ + 
a 
f- 
* 26% * 
x 
ot 
of 
a 
* $4.8 
* 14% * 10% 
B$60 * 
” + 
$116 + 
ot % 
$18 * * 
+ + 
* * 
‘ 
* + 
$2.5 + ne 
= + 
$8.5 + ab 
Ere 
$77 + 
$266 * 
of 
$93 + $4.9 
ne 
* 
+ 
$4.9 — $2250 * 
$3.6 * * 
N ok % 
ig + 
a 
B * 
B$45 * B$3.7 
* * 
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owing to trained men devoting full time 
to calling on prospects. During the year 
fxed income an equity investment funds 
were established for the pension and 
profit sharing division. 


Colorado National Bank, Denver 


The intensive investment studies con- 
tinued by the Department have led to a 
very satisfactory increase in income in 
the Common Trust Fund and other non- 
restricted trusts, 


Connecticut Bank & Trust Co., Hartford 


New record in number of active ac- 
counts (over 4,900) a net increase of 
10% in five years. 


Hartford National Bank & Trust Co. 


Pooled fund for employee benefit plans 
increased 61%. 


New Britain National Bank 


New trust department quarters be- 
came available early in the year. New 
trust business of all types increased. 


New Britain Trust Co. 


Trust Department earnings continued 
to constitute a significant portion of 
the over-all bank earnings ... The De- 
partment adds stature to the over-all 
reputation of the Trust Company. 


Waterbury National Bank 


Numerous new investment manage- 
ment accounts were received. 


Bank of Delaware, Wilmington 


This report celebrates the diamond an- 
niversary of the “first trust company in 
the first state” and the first to qualify 
its Common Trust Fund under Federal 
Reserve Board requirements. It was also 
“among the first to adopt tax cost ac- 
counting which provides customers with 
the tax cost of assets in their trusts by 
means of the regular statements.” To 
date, more than 8,500 trust department 
accounts have been handled. Three times 
during the year stockholders were asked 
to vote for the trust advertisement they 





Trust Assets in millions of dollars 
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Riggs National Bank, Washington, D. C. 
(1959 and 1960 figures at market value). 
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liked best and responded with a high 
rate of return and many helpful sug- 
gestions. Five sessions with commercial 
officers and supervisors were used to ac- 
quaint them with the work of the trust 
department. Trust officers held 1,800 in- 
terviews for discussion of new wills, 
trusts and agencies. 


National Savings & Trust Co., Washington 


The trust department has played a 
very important part in developing new 
and profitable relationships for the bank- 
ing department, 


Union Trust Co. of District of Columbia 


A noticeable increase in custody ac- 
counts points to the decided benefits ac- 
cruing to our customers. 


Atlantic National Bank, Jacksonville 


Two special investment funds were 
established for qualified pension and 
profit sharing trusts. 


Barnett National Bank, Jacksonville 


The trust deparament has shown sub- 
stantial development in the number of 
accounts and has benefited materially 
from the use of mechanical tabulating 
equipment and increase in personnel. 


First National Bank, Orlando 


Establishment of Common Trust Fund 
No. 2 will permit investments in common 
or preferred stocks or bonds giving 
wider diversification and greater stabil- 
ity of income (the first Fund was a bond 
fund). 


Fulton National Bank, Atlanta 


Record growth in accounts, number of 
wills signed, and business retirement 
funds. 


Trust Company of Georgia, Atlanta 


New records were set for the third 
consecutive year . . . New business is 
conservatively valued at $81,000,000 
against $73,000,000 for 1959 which was 


itself a new record. 


American National Bank & Trust Co., 
Chicago 


New records for the 12th straight year 
. .. The total number of dollar volume 
of new appointments in all capacities 
showed an increase over the record level 
attained in 1959. The most important 
gain occurred in the living trust cate- 
gory. 


City National Bank & Trust Co., Chicago 


“A measure of the stature and reputa- 
tion of any banking institution is the 
recognition accorded its trust depart- 
ment” ... Trust business has grown in 
a rewarding manner, especially in the 
personal estate section where the bank 
is today entrusted with the largest vol- 
ume of administrative duties in its his- 
tory. 

(To be continued) 
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A Case History in Underwriter - Trust Officer Collaboration 


DAVID D. TAYLOR, C.L.U. 


Manager, Clarksburg (W. Va.) branch of Shenandoah Life Insurance Co. of Roanoke 


HE ARTICLE CO-AUTHORED BY WaR- 
7... H. Eierman and William Mc- 
Gorry of The Hanover Bank, in the 
September °59 issue, brought back me- 
mories of the exciting few months I 
worked on estate planning with “Pete” 
Eierman in 1949 and 1950 when he 
was trust officer of the Union National 
Bank here in Clarksburg. They were ex- 
citing from the volume of business 
closed, the good feeling that goes with 
customer satisfaction, and the reaction 
of being exposed to that trust officer’s 
imagination, enthusiasm and sincerity. 

From 1920 until 1935 I was a fairly 
successful “street agent,” when I ac- 
cepted a managership with my com- 
pany, but continued to write from $350 
to 500,000 of personal business each 
year. Most of my business was done in 
“programming” and Business Insurance. 
I talked a lot about Estate Planning, 
Trusts and the like and actually made 
a few passes at doing some cases. Like 
most jobs, I found it most difficult to 
put into practice what I knew only 
academically, consequently the results 
were negligible. 

“Pete” Eierman came to the Union 
National after serving as trust exam- 
iner in the 5th Federal Reserve district. 
He was at once looking for business 
and, with confidence in what he was 
doing, suggested the best way for me to 
find out the value of Life Underwriter- 
Trust Officer Cooperation, was to let 
him work on my own estate, such as it 
was. The result was so satisfying to me 
that I became enthusiastic about the 
combination. The best measure of its 
success is growth in my agency and 
personal production during that period 
and the subsequent years. The agency 
went from an average of one and one 
half million annually to three million, 
and my personal production rose each 
year until I made the Million Dollar 
Round Table for 1954. 

Not that we found everything a bed 


of roses in our joint efforts. Some of - 


the bank officers looked with jaundiced 
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eye upon sitting down with a life insur- 
ance agent and discussing personal and 
financial affairs with their customers. A 
great many of our attorneys looked with 
almost equal disapproval on the trust 
officer and the agent, and often the ac- 
countant was convinced we were all try- 
ing to take “control” of the client away. 

We soon became convinced that the 
connotation of the word “control” was 
the biggest handicap in getting the 
team-work of every one in doing a good 
and complete job. All of us were jealous 
of our prestige with the client and 
wanted to be the “big wheel.” This was 
because of a fear of losing our influ- 
ence, and lack of conception of the fine 
job we could do collectively with re- 
sulting good-will for all and a resultant 
surge of additional business. 


Opening Gambit 

Our first job was to work on the per- 
sonnel in our own fields, the life under- 
writers and bankers. This was done by 
working with the Life Underwriter asso- 
ciations—local and state—and personal 
conferences with leading underwriters 
and bankers. 

During these months it had not been 
difficult to find several of my old policy- 
holders, who were quite willing to con- 
fer with us, especially when assured no 
effort would be made on my part to 
sell additional insurance, and _ there 
would be no obligation whatever if they 
used neither of our services. I would 
like to emphasize the importance of 


maintaining an objective point of view. 


in such conferences. In the beginning 
most of our work was on my contacts. 
Sometimes additional life insurance was 
recommended but often it was not, and 
in an occasional case changes had to 
be made in types or amounts owned. 

In an amazingly short time the lead- 
ing attorneys learned we were working 
scrupulously for the benefit of the cli- 
ent, and leaning over backwards to keep 
from encroaching on the field of the 
lawyer. We would discuss various situ- 


ations with the client and then say “we 
would like your permission to discuss 
these matters with your attorney.” 

Most of the accountants also soon 
learned we were not trying to make 
them look bad, but were taking every 
opportunity to enhance their value and 
importance to their clients. Once this 
became apparent they were happy to 
join the team, and from that point on 
business began to hum. It was origina- 
ting from all four sources: trust officer, 
attorney, accountant and life under- 
writer. 

Best of all was the increasing aware- 
ness of estate problems on the part of 
the public. Speaking invitations began 
to be extended to various members of 
the team from organizations. This actu- 
ally spread like wildfire and some of us 
spoke to almost every important group 
within a radius of more than a hundred 
miles. Many trusts were established 
from communities in this area in the 
Clarksburg banks as well as other banks 
equipped to handle them. 

Of course we had many pretenders, 
ie. those who thought all they had to 
do was to take a man into the Trust 
Department and come out with a $100, 
000 policy. We also had critics among 
our competitors and some _lone-wolf 
lawyers, underwriters and accountants. 

It is impossible to know the total vol- 
ume of business closed in this work, but 
in one year we could account for more 
than four million dollars of Life Insur- 
ance (I having written less than one 
fourth of it that year) and close to ten 
million in inter-vivos, testamentary, and 
life insurance trusts. It is still going on, 
and the public is benefiting. 

It was not always easy to maintain a 
broad outlook, especially when one had 
to sit by and hear the trust officer say: 
“I am sure under these circumstances, 
Mr. X, it will be far better for you to 
remove the settlement options from your 
policies and have them made payable 
to our trust department in lump sum, 
with the flexibility of the trust agree- 
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ment,” wven perhaps for years I had 
heen bui ling up his life insurance es- 
tate, thr ugh settlement by contract 
ysing these very options. I am sure it 
was equa!ly hard for the trust officer to 
keep from: wiggling a bit when I felt im- 
pelled to say, “T think these particular 
insurance contracts should be kept out 
of the trust and estate entirely, and 
settled in such-and-such a manner.” 

| would like to say here that an ef- 
fective relationship between underwriter 
and trust officer must be based on mut- 
ual respect and confidence in the in- 
telligence and sincerity of the other. 
Sitting over coffee a half hour each 
day arguing the respective uses and 
merits of options and trusts, objectively 
and dispassionately, made it possible 
for us to discuss all these phases in 
front of the customer in a manner 
which assured him we were trying to 
come up with the right answer for him, 
rather than prove which of us had the 
better product. It also served to make 
us more appreciative of both instru- 
ments and therefore we could do a far 
better and larger business with the 


public. 
Fruits of Effort 


It is now a great satisfaction to see 
the fruits of this joint work harvested. 
I know of a fine little manufacturing 
business employing about 100 people 
that would have dissolved had it not 
been for the combined work of trust 
oficer and life underwriter. (In this 
case | was not the underwriter, al- 
though I was requested by the owners 
of the business to look over the final 
proposal). I know of a professional man 
whose usefulness to his patients was en- 
hanced and improved because a living 
trust removed his financial worries. | 
have already seen several estates effi- 
ciently, economically and safely ad- 
justed with attendant peace of mind to 
the beneficiaries. 


My advice to every trust officer and 
life underwriter is: learn to know each 
other, your products and your philoso- 
phies. Learn to be sufficiently humble to 
work with each other and through that 
work get the cooperation of the lawyers 
and accountants. The public will appre- 
ciate you, your work will be more 
pleasant and your reward will not only 
be in satisfaction but in good old hard 
cash as well. 

My best lesson was to let a savvy 
trust officer like “Pete” plan my own 
estate. And I might add, he is one of 
my best and most substantial policy- 
owners. Every coin has two sides. 


A A A 


Beneficiary Reports and Filing 
Systems Studied 


Sample entries for income and dis- 
bursements in reports to trust bene‘ici- 
aries are offered in the January Trust 
Bulletin by the Trust Division’s Com- 
mittee on Operations for Trust Depart- 
ments. In addition, the pros and cons of 
giving market valuation for trust assets 
are discussed by four members of the 
Committee for the guidance of trustmen 
throughout the United States. 


A detailed discussion of Trust Depart- 
ment Filing, appearing in the same 
issue, was prepared by Waldemar F. 
Pralle, a member of the Committee and 
vice president and trust officer, City 
National Bank & Trust Co., Oklahoma 
City. This subject is presented under the 
following general headings: Item Identi- 
fication; Marking Material; Account 
File; Other Department Files; The Sug- 
gested Trust File (a system which 
achieves uniformity within separate 
trusts with similar subjects always fall- 
ing in the same relative position) ; 
Numbering Accounts; “Charge Out” 
File Control; Transfer - Retention - De- 
struction; and Filing Equipment. 
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National Trust School 
Innovations Set 


for 1961 Session 


The National Trust School, at its 
1961 session, August 7-25, at North- 
western University, Evanston, Ill., will 
admit women students and offer post- 
graduate work in specialized fields of 
trust administration and new business 
development. 

Graduates who have completed the 
three-week course as trust administra- 
tion majors may return for a half-ses- 
sion of specialized instruction in trust 
new business. Similarly, graduates of 
the three-week course in new business 
may return for specialized work in ad- 
ministration, Dates of the postgraduate 
session will be August 17-25. 


The school had an enrollment of 217 
students at the 1960 session with a 
faculty of 65. For the 1961 session, the 
limit on enrollment will be raised to 
275 and additional faculty members 
added as necessary. 


Information may be obtained from 
National Trust School, American Bank- 
ers Association, 12 East 36th Street, 
New York 16. 
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The Widow’s Election 


Drafting and Tax Considerations in 
Community and Common Law States* 


Professor of Law, Southern Methodist University, Dallas, Texas; t 
Visiting Professor of Law, Cornell University, Ithaca, New York 4 


Tax Effects of Election in 
Common Law State 


Typically, in a common law state, the 
widow is given several rights at law. 
All of these are includible in the hus- 
band’s gross estate. W’s rights are not 
so perfected during the life of H that 
they may be excluded. Moreover, any 
conduct of W following the death of H 


is immaterial for estate tax purposes: 


“The taxing statute here involved 
[i.e. the federal estate tax] requires 
that the taxable status of the de- 
cedent’s property be determined as 
of the time of his death. We may not 
substitute the now certain fact of the 
widow’s acceptance of the will for 
that which was a mere possibility at 
the time of the decedent’s death; the 
subsequent renunciation of the mar- 
ital interests cannot affect the value 
of the estate subject to tax. Nor can 
the decedent’s execution of a_ will 
obviate the problem of whether the 
value of the marital interest is to be 
excluded from the gross estate. The 
widow’s dower and statutory share 
existed to the extent that the de- 
cedent could never make an effective 
testamentary disposition of his es- 
tate in derogation of her rights. 
Therefore, at the decedent’s death it 
could not be said that all of the prop- 
erty passed under the will, for the 
wife might not be willing to give up 
her rights for any testamentary of- 
fer of her spouse . . . We conclude 
that neither the execution of a will 
nor the widow’s acceptance of it 
eliminates the problem of whether 
the gross estate should include the 
value of the marital interest.”15 


Accordingly the gross estate did in- 
clude such interest. The sole materiality 
of local law is for the determination of 
the quality and quantity of such inter- 
ests.1® 

Although, the widow’s rights are in- 
cludible in H’s gross estate for tax pur- 

*Continued from January issue. 


15Mayer v. Reinecke, 130 F.2d 350, 352 (7th Cir. 
1942), cert. denied. ‘ 


16Tbid; see also Allen v. Henggler, 32 F. 2d 69 (8th 


Cir. 1929), cert. denied. 
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poses, the question remains whether 
they may be deductible either as claims 
against the estate, or by way of the 
marital deduction. W’s rights are gen- 
erally not deductible as claims against 
the estate. But prior to 1950, the wi- 
dow’s allowance was deductible as a 
claim against the estate. In that year, 
Congress repealed Section 812(b) (5) 
of the 1939 Code which allowed the 
deduction, and indicated that the allow- 
ance, like other rights of W, would be 
deductible from the gross estate, pro- 
vided such interests qualified for the 
marital deduction.1? 


To qualify for the marital deduction, 
the item involved must be an interest 
in property which passes from the dece- 
dent to his surviving spouse, and is not 
a terminable interest. The Code does 
not define an “interest in property,” but 
lists several situations wherein an in- 
terest in property is considered as pass- 
ing from the decedent.'® 


One of these is dower, curtesy, or a 
statutory substitute therefor. But In Es- 
iate of Rensenhouse,'® the Tax Court, at 
the behest of the Commissioner, origi- 
nally held that since the widow’s allow- 
ance did not appear in this list it was 
not “an interest in property . . . passing 
from the decedent.” The taxpayer ap- 
pealed, and the Commissioner then 
abandoned his position that the widow’s 
allowance was not an interest in prop- 
erty passing from the decedent, but 
argued that it was a terminable inter- 
est. On the remand the Tax Court held 
that since the widow received an inde- 
feasibly vested interest under Michigan 

Senate Rep. No. 2375, 81st Cong., 2d Sess., 1950, 
1950 U.S. Code Cong. Serv., Vol. II, at p. 3191. 

18Int. Rev. Code of 1954, Sec. 2056 (e) (3). 

1927 T.C. 107 (1956), reversed on other grounds, 
252 F.2d 566 (6th Cir. 1958). 

20Estate of Rensenhouse, 31 T.C. 818 (1959). 
Judge Pierce in a concurring opinion, advanced the 
view that Congress had indicated that widow’s al- 
lowances should be deductible under the marital de- 
duction, and that the terminable interest rule should 


“in no way, [be] applicable to widows’ awards.” 
31 T.C. at 828. 





law, the allowance was not terminable. 
and was therefore deductible.*° 


Fe. 


Were this all, one might assume that 
the question of whether a widow’s al- 
lowance was an “interest in property” 
would be closed. But the Government 
has again shifted positions, and has re. 
cently urged that the allowance is not 
an “interest in property.” 


In Estate of Cunha,*! the Tax Court 
held that since a California widow's 
allowance would terminate upon death 
or remarriage of the widow, it was a 
terminable interest and therefore non- 
deductible. But the Code requires that 
for an interest to be terminable, some 





other person must possess and enjoy the * 


property following the termination of 
the widow’s interest. The Ninth Circuit 
reasoned that the term “property” re- 
ferred to the assets of the estate, and 
that the widow’s “interest” in this prop- 
erty was her right to receive an allow- 
ance of $900 per month. Since, upon 
termination of this interest, the “prop- 
erty” would pass to her son, her inter- 
est was terminable and non-deductible.” 


The reasoning of the Ninth Circuit is 
questionable. The basic error is the as- 
sumption that the term “property” re 
fers to the assets of the estate. If this 
is accepted, any installment payment to 
a widow out of the assets of the estate 
would fail to qualify for the marital de- 
duction. This was certainly not the in- 
tent of Congress. Indeed, the Senate Fi- 


nance Committee’s Report made it clear | 
that an annuity would qualify for pur- ” 


poses of the deduction.”* If an annuity | 
is an interest in property, the widow’ | 
allowance would seem to be. Indeed, the 
Committee’s report indicated that “the | 
decedent’s general estate [may consist] 


2130 T.C. 812 (1958). 

22Cunha v. Comm., P-H Fed. Est. and Gift Tax 
Serv., 7 145,137. (9th Cir. 1960). 

Sen. Rep. No. 1013, 80th Cong., 2d sess., 1948, 
1948 U.S. Code Cong. Serv. Vol. II, p. 1234, example 
2. 


TRUSTS AND ESTATES 








of asi 
in pr 


in ¢ 
Judg 
the t 
of th 


oe -_ 


tet CO 


awn ht Os OSC CUD} 


cor 
lun 
Co 
sta 


“ 


the 





ible, 


that 
} al- 
rty” 
nent 
; Te. 

not 


ourt 
Ow’s 
eath 
iS a 
non- 
that 
ome 





hk a aonb Ss a 


| 


a 





the * 


1 of 
cuit 
Te 

and 
TOp- 
low- 
pon 
TOp- 
iter- 
le.” 
it is 
as. 
Te 
this 
it to 
state 
| de- 
. in- 


» Fie 


‘lear © 


pur- 
uity | 
ow’s | 
the | 
“the 
sist] 


. Tax 


1948, 
mple 








ATES 


hich are themselves interests 
2924 


of assets 
in proper! (such as leases). 


A more rational result was reached 
in Quivey v. United Staies,° where 
Judge Van Pelt rejected the concept that 
the term “property” applies to the assets 
of the estate: 


“In the view of this Court, the 
‘property’ consists of the assets 
actually paid to the widow out of the 
gross estate of the decedent, no more 
or no less. The widow’s interest in 
the property paid as an allowance is 
complete and full, although her in- 
terest in the receipt of. this allow- 
ance is limited in time. The widow’s 
interest does not extend to any other 
property than that actually required 
and expended. 


A recent case*® arising in Oregon was 
concerned with the deductibility of a 
lump sum allowance which the Probate 
Court had awarded the widow under a 
statute which provided that the court 
“may order” an allowance to be paid “if 
the exempt property [including the 
homestead| is insufficient for the sup- 
port of the widow and minor children. 
according to their circumstances and 
condition in life . . . but such order 
shall not be made unless it appears 
probable that the estate is sufficient to 
satisfy all the debts and liabilities of 
the deceased and pay all the expenses 
of administration in addition to the 
payment of such amount.” Judge Kil- 
kenny, stating that he was bound by 
the decision in Cunha, reasoned that a 
particular interest must be considered 
by its attributes at the instant of the 
decedent’s death. As of this time, the 
widow’s right to the allowance was con- 
tingent on many factors, and was there- 
fore not a vested property right. Hence 
it was not an “interest in property” for 
purposes of the marital deduction. 

“Id, at p. 1225. 

176 F. Supp. 433 (D. Neb. 1959). 


*United States Natl. Bank of Portland v. U. S., 
60-2 USTC 4 11,973 (1960). 
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Recently, the Solicitor General au- 
thorized the Government’s appeal in 
Quivey.** Should Judge Van Pelt’s de- 
cision be affirmed by the Eighth Cir- 
cuit, there would then be the necessary 
conflict in the circuits to serve as a 
basis for the Supreme Court’s granting 
of certiorari, so that the status of the 
widow's allowance for purposes of the 
marital deduction might be definitely 
determined. 


Assuming that the taxpayer can show 
that the widow’s allowance is an inter- 
est in property, he must then show that 
it is not terminable. An interest is 
terminable if it is subject to termina- 
tion or failure and is an interest in 
property which will pass to a person 
other than the widow following the 
termination of her interest.** Under the 
law of some jurisdictions the widow’s 
allowance is indefeasibly vested in the 
widow, and therefore not terminable.”® 
In Cunha, the Tax Court reasoned that 
under the California law the allowance 
would terminate upon the widow’s death 
or remarriage, and was therefore term- 
inable.?° The Court did not consider the 
necessity of some other person’s enjoy- 
ing the property following the termina- 
tion of the widow’s interest. However, 
the Ninth Circuit did affirm the Tax 
Court on the theory that the widow’s 
allowance was an interest in property 
(the assets of the estate), and that the 
residuary legatee would possess and en- 
joy this property subsequent to the 
termination of the widow’s interests. 

In contrast with Cunha are Quivey 
and Shafer. In the latter case,*! Judge 

271960 P-H Fed. Tax Serv. § 135,906. 

28Int. Rev. Code of 1954, Sec. 2056(b) (1). 

2King v. Wiseman, 147 F. Supp. 156 (W.D. Okla. 
1956) (allowance qualified since once it was ap- 
proved by the probate court, the widow was vested 
with an absolute indefeasible right to it); Molner 
v. U. S., 175 F. Supp. 271 (N.D. Ill. 1959) (Illinois 
allowance); Estate of Rensenhouse, 31 T.C. 818 
(1959) (Michigan allowance). 

80Estate of Cunha, supra note 21. 


*1Shafer v. U. S.., P-H Fed. Estate and Gift Tax 
Serv. § 145,131 (1960). 
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Van Pelt amplified his prior holding as 
follows: 


“ 


. . . the ‘interest’ here is a right 
to maintenance for a limited period 
and the ‘property’ is the money 
actually paid to the widow out of the 
estate of the decedent. The termin- 
able interest rule is therefore inap- 
plicable to the widow’s allowance. . 
Defendant’s arguments that the’ pro- 
bate court may modify, diminish, or 
terminate the award made on the 
first instance are irrelevant. As was 
stated in the Quivey case, the widow’s 
interest — the right to maintenance 
— is an inherently terminable inter- 
est. Any modification, diminishment, 
or termination, however, will not pass 
an interest in the property — that 
money already paid to the widow — 
to some other person. This is the 
crux of the holding in Quivey.” 


The same questions that we have dis- 
cussed with regard to the widow’s al- 
lowance are equally applicable to the 
other rights which the widow may have 
at law — dower, curtesy or statutory 
substitutes therefor. Since they are 
deemed to be “interests in property” 
which pass from the decedent, the sole 
question is whether they are terminable 
or not. Where dower has been abolished, 
the statutory substitute is normally a 
forced share in the decedent’s estale in 
fee. Such an estate is not a terminable 
interest, and qualifies for the marital 
deduction.*? Where, however, local law, 
uses a concept of dower akin to that 
of the common law, such an interest is 
“terminable” and fails to qualify for 
the deduction. 


In 1953 the Commissioner ruled, for 
example, that dower under Alabama 
law is a non-qualifying terminable in- 
terest.2? He then ruled that a sale of 
the underlying realty with a payment to 
the widow of an amount equal to her 
dower did not have the effect of quali- 


32See e.g. Letter Ruling, 1948, to Collector of In- 
ternal Revenue, North Dakota. 
3Rev. Rul. 279, 1953-2 Cum. Bull. 275, 277. 






y 


109 




















fying the interest for purposes of the 
marital deduction. But where the sale 
of the realty is conducted under the 
appropriate provisions of the Alabama 
Code, and the widow is awarded the 
money equivalent of her dower interest, 
such equivalent is an absolute “statu- 
tory interest in lieu of dower” which is 
fully deductible.** 

In most jurisdictions the widow’s 
right to use the homestead will be treat- 

3%4U. S. v. Crosby, 257 F. 2d 515 (5th Cir. 1958), 
affirming 148 F. Supp. 810 (N.D. Fla. 1957), 151 F. 
Supp. 497 (N.D. Fla. 1957). See also U. S. v. Trad- 
ers National Bank of Kansas City, 248 F. 2d 667 
(8th Cir. 1957), affirming 148 F. Supp. 278 (W.D. 
Mo. 1956) (commuted value of dower and home- 


stead rights held a vested interest qualified for mari- 
tal deduction). 
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ed as a terminable interest. It was so 
held in a Tax Court case involving 
Florida law which specifically provided 
that “the widow shall take a life estate 
in the homestead.’*® 


Effects of Election 


The Code says nothing about the 
effects of an election. The Regulations 
provide, however, that whatever the wi- 
dow elects will be deemed to pass to her 
for purposes of the marital deduction.*® 
The result is to place in the hands of 
the widow the power to control the size 
of the marital deduction, and hence, 
the amount of federal estate tax due on 
H’s estate. 


That W holds this power to affect the 
estate taxation of H’s estate is likewise 
indicated by the cases. Under the law 
of Missouri, for example, the widow 
has the power to take either rights of 
dower and homestead, or their com- 
muted value. If she elects the former, 
she takes terminable interests; if she 
elects the latter, she receives indefeas- 
ibly vested interests which qualify for 
the marital deduction.** Similarly, where 
the widow elected to take a one-half in- 
terest under Kansas law, the Tenth Cir- 
cuit held that the estate was entitled to 
a full deduction, commenting: “The fact 
that the action of the widow may have 
had the effect of reducing taxes makes 
no difference. Taxes may be decreased, 
or avoided altogether, by means which 
the law permits.”® 


The tax effects of W’s election may 
be illustrated as follows: Assume that 
H devises his property in trust to W for 
life, remainder to X and his heirs. As- 
sume further, that under the local law, 
W is entitled to one-third of H’s estate 
if she elects to take against the will. 
Finally, assume that W is aged 51 at 
H’s death. The federal estate tax results 
will be as follows: 


Assuming W elects to take under will 
ae eee $500,000 
Less federal estate tax 126,500 





Net after taxes (corpus of 
trust) 
Interests in trust 
Value of W’s L/E at H’s 


SEI Ra eae naeneES: $190,190 
Value of X’s Rem. at H’s 








I cic Viejas nic hrelleLisdincheneraanckeel $184,310 
Assuming W elects to take against will 
I si cctsdicsnscnaalissemiiciccenteencianal $500,000 

Less federal estate tax ____. 60,700 
aa $439,300 
Distribution of H’s estate: 

aaa $146,433 

ii. $292,867 








In the latter example, in addition 
the $60,700 federal estate tax at }f, 
death, W’s estate will have to pay 
federal estate tax of $11,615 at her 
death, thereby reducing the ultima 
benefit to W to $124,818, and incregs. 
ing the total federal estate tax 
$72,315. 

W has the choice of decreasing the 
total federal estate taxes from $126,509 
to $72,315, by taking a one-third fee 
interest worth $124,818 as compared 
with a life interest in the whole estate, 
worth $190,910. In other words, she 
can save $54,185 in federal taxes by 
giving up $66,092 in value. 

The attorney advising W is obviously 
placed in a difficult situation. His ad. 
vice will depend upon W’s relationship 
with X. If their interests are adverse, 
he should advise her to act in her own 
interest, without regard to the tax con. 
sequences. But if he is counselling both 
W and X as members of the same fam. 
ily, he may advise X to make up any 
loss which W may realize by not taking 
her life interest in the trust. The Con. 
missioner might then argue that X had 
made a transfer for an adequate and 
full consideration in money or money's 
worth, and seek to impose an income 
tax on W on the difference between the 
fair market value of what she received 
and her basis in what she gives up. Or, 
he might urge that the amount trans. 
ferred by X to W was not for an ade. 
quate and full consideration in money 
or money’s worth, and therefore X is 
subject to a gift tax. Or, indeed, the 
Commissioner might argue both posi- 
tions. 


Finally, it should be noted that in 
some jurisdictions W may not always 
have a right of election. In the majority 
of states, whether they be common law 
or community property states, W may 
elect to take her rights under the will 
or at law, without regard to what H 
provides for her in the will. In a few 
states, however, it has been provided 
by statute that W shall have no right of 
election if H makes adequate provision 
for her. This adequate provision is 


%Estate of Nelson, 24 T.C. 30 (1955), affirmed, 
232 F. 2d 720 (5th Cir. 1956). 

Regs. Sec. 20.2056(e)-2(c). Interestingly, the 
Treasury has not contended that the effect of W’s 
election is to disclaim what H has provided for her. 
Cf. Int. Rev. Code of 1954, Sec. 2056(d) (1). The 
regulation under the disclaimer section simply cross- 
references the reader to the election regulation. 
Regs. Sec. 20.2056(d)-1(a). On the other hand, a 
disclaimer by the heirs in an attempt to change the 
widow’s dower from a terminable interest to one 
that is indefeasibly vested is of no effect. Estate of 
Nelson, supra, note 35. 

37U. S. v. Traders National Bank of Kansas City, 
supra, note 34. 

38Brodrick v. Moore, 226 F. 2d 105, 108 (10th Cir. 
1955). 
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jormally defined in the statute as her 
intestate share, or its equivalent. 


Thus, in Jn Re Campbell’s Estate,®® 
H set up a testamentary trust for the 
benefit of W which provided W with 
the legal minimum required under the 
New York statute. W then sought to 
dect so that she would get a one-third 
interest in fee that would qualify for 
the marital deduction. The Surrogate 
ruled that since H had provided W with 
the minimum required by the statute, 
without regard to taxes, W had no 
right of election. The tax consequences 
were immaterial. 


IV. Withdrawing or Revoking 
Election 


The perils of the marital. deduction 
have raised another problem for the 
attorney who seeks to advise the widow 
about the exercise of her election. Sup- 
pose that W elects to take against the 
will in a situation wherein the marital 
deduction is increased, but W causes 
her own share of the estate to be de- 
creased. Can W change her mind? 


The courts commonly say that the 
widow may not withdraw or revoke her 
election once made. Despite this, how- 
ever, a number of cases have allowed 
W to revoke, provided she does so with- 
in the statutory period for exercising 
her right of election. All courts agree 
that an election to take under or against 
a will may be revoked where the elec- 
tion was made in ignorance of, or un- 
der a mistake as to, the condition of 
the decedent’s estate or of the elector’s 
tights, or where the election was in- 
duced by fraud or undue influence. 


The courts have generally agreed 
that there may be no revocation of an 
election to take under or against a will 
where by allowing the revocation, inno- 
cent third persons would be prejudiced, 
or where there is a failure to restore 
the property received pursuant to the 
election. Where an election has been 
filed and recorded, a court order must 
be obtained before the election may be 
withdrawn or revoked. 


It is interesting to speculate with re- 
gard to what the Commissioner’s posi- 
tion will be in connection with such a 
revocation. Suppose, for example, in the 
hypothetical situation discussed above, 
W elected to take a life estate in the 
whole of H’s estate under H’s will. The 
Commissioner would then impose an 
estate tax on H’s estate, without the 
benefit of any marital deduction. Might 





4 Misc. 2d 331, 156 N.Y.S 


. 2d 15 (Surr. Ct. N.Y. 
Cty. 1956). 
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W now seek to obtain the marital de- 
duction for the estate, by revoking her 
election, and taking a fee interest? A 
New York case*® indicates that she may 
do so where the effect of her with- 
drawal is to increase what the benefi- 
ciaries receive. In this case, W was per- 
mitted to revoke her election, even 
though the statutory period for election 
had expired, and even though she had 
no special grounds for revocation. The 
Commissioner may well take the view 
that the tax status of H’s estate was de- 
termined by W’s election, and not by 
her subsequent revocation. Indeed, he 
may argue that the later revocation con- 
stituted a gift by W to the other bene- 
ficiaries. 


V. Who Bears Loss? 


When W elects to take her rights at 
law, the plan envisaged by the testator 
will be frustrated unless he carefully 
provides for the distribution of the 
estate upon the happening of this con- 
tingency. Any loss arising by reason of 
the difference between what W takes at 
law and what H gives her under the 
will will be borne by other takers of 
H’s estate. To resolve where the loss 
should fall, the courts have developed 
three theories. 


(a) Under the apportionment rule, 
all takers bear the loss in proportion 
to the value of their interests. 


(b) Under the theory of abatement 
of legacies, as between beneficiaries of 
the same class, all must make contribu- 
tion proportionate to the benefits re- 
ceived under the will. As between bene- 
ficiaries of different classes, the loss is 
first borne by the residuary legatees, 
and then by the specific legatees, in ac- 
cordance with the principles of abate- 
ment. 

(c) Under either rule, some courts 
will apply the doctrine of acceleration 
of remainders, provided the application 
of such a rule does not work an undue 
hardship on the beneficiaries of the 
estate. 


Assume that H’s will gives $10,000 
to X, $20,000 to Y, $30,000 to W, and 
the residue to Z and his heirs. H leaves 
an estate of $120,000. W elects to take 
at law one-third interest in the whole 
estate of H. Under the apportionment 
theory, W would take $40,000, in lieu 
of the specific legacy of $30,000, or a 
net loss for X, Y, and Z of $10,000. 
The estate would then be distributed as 
follows: 


40Re Allan, 5 N.Y. 2d 333, 184 N.Y.S. 2d 613, 157 
N.E. 2d 607, 71 A.L.R. 2d 932 (1939). 


W (4rd of estate) $ 40,000 
X ($10,000—1/9th of $10,000) 8,889 
Y ($20,000—2/9ths of $10,000) 17,778 
Z ($60,000—6/9ths of $10,000) 53,333 

$120,000 


The result would be the same, if we 
assume that the gross amount ($40,000) 
is first apportioned among the legatees, 
and then the amount which W surren- 
dered ($30,000) is distributed 


portionately among the legatees. 


pro- 


A similar result would be reached if 
we assume that H’s will devises the en- 
tire community, and W elects to take 


her one-half ($60,000) at law: 
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W (% of community) _.....___.. $ 60,000 
X ($10,000—1/9th of $30,000)... 6,667 
Y ($20,000—2/9ths of $30,000) 13,333 
Z ($60,000—6/9ths of $30,000). 40,000 


$120,000 

Again, it is immaterial whether we 
spread the net loss among the other 
three takers, or whether we first at- 
tribute the gross loss ($60,000), and 
then distribute the amount W surren- 
dered ($30,000) among them. 

To apply the doctrine of acceleration 
of remainders, let us assume H’s will 
gives Blackacre (worth $60,000) to W 
for life, remainder to be divided Yard to 
X, *4rds to Y, with the residue to Z 
and his heirs. Assume further that the 
value of W’s life interest is $30,000 at 
the date of H’s death. W elects to take 
at law her one-third interest in lieu of 
the life estate. Should we accelerate the 
remainder interests of X and Y before 
making our apportionment, or is W’s 
interest treated in the same manner as 
if she were given a fee interest in prop- 
erty worth $30,000? If the latter ap- 
proach is used, the result will be the 
same as in the original example. If the 
former is used, X and Y take interests 
in Blackacre worth $20,000 and $40,- 
000, and nothing remains for W to 
surrender for apportionment. It will 
therefore be necessary to apportion the 
gross loss of $40,000 on a ratio of 
20:40:60: 

W (‘4rd of estate) - ae 
X ($20,000—1/6th of $40, 000) 


Y ($40,000—2/6ths of $40,000) 
Z ($60,000—3/6ths of $40,000) - 


$ 40,000 
13,333 
26,667 
40,000 


$120,000 


A similar result is reached in a com- 
munity property jurisdiction: 


W (% of community) - 

X ($20,000—1/6th of $60, 000) 

Y ($40,000—2/6ths of $60, 000). 
Z ($60,000—3/6ths of $60,000) _ 


a 60,000 
10,000 
20,000 
30,000 


$120,000 


When we apply the theory of abate- 
ment of legacies, the results become 
more complex. In our first example, if 
we assume that the residue must first 
bear the net loss of $10,000, the result 


is: 


W (6rd of estate) _______________$ 40,000 
(Olea 
SEE SER rata eve Sea eed rR Se 20,000 
Z (residue— $10, 000) - 50,000 

$120,000 


Similarly, if W claims her one-half 
of the community, there is no difficulty: 


W (% of community) $ 60,000 
me . = 5a 10,000 
: = euerx 20,000 
Z (residue— $30,000) 30,000 

$120,000 


Problems arise, however, if the prop- 
erty which W surrenders is not distribu- 
ted to the same persons who have pvo- 
vided W’s share upon her election. It 
is possible, for example, to apply the 
principle of abatement with respect to 
the gross loss, and distribute what W 
surrenders on the apportionment theory. 
Or, where the gift to W is a specific 
legacy, its renunciation may cause it to 
fall into the residue, but the gross loss 
may be apportioned. Using our first ex- 
ample, these results are as follows: 
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(1) Deducting gross loss from re siduary 
estate; apportioning what W sur- 
renders to other legatees. 


faorae) —— 
FF ice eee: 2 
X ($10,000+1/9th 
of $30,000) 13,333 13,333 
Y ($20,000+2/9ths 
of $30,000) __- 26,667 26,667 
Z ($60,000 —$40,000+ 
6/9ths of $30,000) 40,000 20,000 
$120,000 $120,000 


(2) W’s share falling into residuary 
estate; gross loss apportioned among 
other legatees. 





Ww _$ 40,000 $ 60,000 
X ($10,000—1/9th 
of $40,000) - 5,556 = 3,338 
Y ($20,000—2/9ths 
of $40,000) —. 11,111 6,667 
Z ($60,000+$30,000— 
6/9ths of $40,000) 63,333 50,000 
$120,000 $120,000 


All of these results are further com- 
plicated by reason of the federal estate 
tax. In the community property state, 
the problem is minimized since the es. 
tate tax is normally paid out of the 
husband’s one half of the community. 
In the common law state, however, the 
marital deduction presents special prob- 
lems. 


Under the apportionment rule, W 
may have to bear a proportionate part 
of the tax burden. If so, the shares of 
the various takers are first determined 
prior to the calculation of the tax bur- 
den. If the view is taken that W should 
not have to bear any of the tax burden, 
the tax is apportioned on the benefits 
received by all other takers. 

Under abatement, both W’s share and 
the estate tax are paid out of the residu- 
ary estate. Since W’s claim will be one- 
third of the net estate after taxes, the 
amount of the marital deduction and 
the federal estate tax become interde- 
pendent, and difficult mathematical prob- 
lems arise. 

The picture is further complicated 
where apportionment is used with re- 


- gard to the widow’s election, and abate- 


ment with regard to the estate tax, or 
vice versa. 


All of these problems may be avoided 
by careful drafting. In the widow's 
election, the draftsman must do the fol- 
lowing: 

4; Decide whether or not W is to be 
put to an election. If the decision is 
in the negative, the will should be 
drafted so that no election is possible, 
and so that it will be clear which 

(Continued on page 135) 
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EQUITY CHANGES IN COMMON TRUST FUNDS 


OMMON STOCKS OF 216 COMPANIES 
Bisse newly purchased and 102 com- 
pletely sold out by one or more of the 
966 common trust funds that reported to 
Trusts AND Estates for the quarter 
ended December 31, 1960. These fig- 


yres compare with the previous totals 


of 207, 82 and 253. 


This is the largest number of funds 
to report since T&E began . publishing 





trust funds 


these quarterly changes in equity hold- 
ings four years ago. 

Of the 216 new companies in the 
portfolios of the 266 reporting funds, 
18 — designated in the accompanying 
table by an asterisk — are additions to 
the complete list of equities held as of 
the end of 1959 by all 366 common 
then 
enough to have rendered an annual or 


in 


p- 338). 


existence long 


fourth quarter report (T&E April 1960, 


The 102 companies sold out com- 
pletely by the quarterly reporting banks 
are still on the overall list cited above 
as they may be held by funds not parti- 
cipating in the quarterly surveys. 

The largest net gain in the number 
of funds holding a company’s share was 
registered by B. F. Goodrich with 8. 





“N” and “‘S’’ columns refer to number of Funds, reporting this quarter, that newly purchased or sold out that stock. “‘H’’ column represents total number 
of Funds now holding that stock according to latest reports; i.e. 1959 year-end figure (T&E, April 1960, p. 338) adjusted for subsequently reported changes, 


asterisk denoting new additions. As not all Funds report quarterly changes to T&E, the ““H” column figures are necessarily incomplete. The annual year-end sur- 
vey published in April will establish new totals. 


Drucs, Foops, Topacco 






















Ss 
Abbott Laboratories 1 
Amer. Home Products _-. 
Amer. Tobacco __... 
*Anheuser-Busch 
Beatrice Foods __..............--.... 
Borden i 
Bristol-Myers 1 
Campbell Soup —-__....... 1 
I on once emhendteio 
Coca Cola are 
Corn Products _ aoe ee 1 
Foremost Dairies — 2 
Gmeral Foods —......_._..... 2 i 
General Mills ___- 2 2 
H. J. Heinz _ es 
*Helme (Geo. W.) -_..---.--.---- 1 
Jewel Tea - poe ee ate ae 
Johnson & Johnson _. a 
Liggett & Myers ____.. 1 
McKesson & Robbins _.. ; 1 
National Biscuit —......._.. 2 
National Dairy Products —_. a 
Poe, Deee BOD 
Pepsi Cola 1 
Chas. Pfizer - 2 
rey 2 
Procter & Gamble __.__. 3 1 
*Rexall Drug & Chem. __. 1 
R. J. Reynolds Tobacco __.. 3 
*Richardson-Merrell 2 
Standard Brands _......... 1 
Sterling Drug 2 
“a e. TOueene 1 
Upjohn LR es 1 
Wm. Wrigley, Jr. -.............-.. 1 
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Aetna Insurance _........... 1 
*Amer. Factors -__.............-------- 1 
Amer. Ins. _..._____ ; 1 
Bank of America _. ~s 2 
meukers Trust 1 
Chase Manhattan Bank _____. 3 
Chemical Bank N. Y. Trust 2 
a SS 2 
Commercial Credit _.. 1 





Continental Casualty 
Con. Ill. Nat. Bk. & Tr. _... i? 
Continental Insurance _..... 5 

Federal Insurance ._...... 
Fireman’s Fund Ins. _. 
Firstamerica 
First Nat. City Bk., N. Y..1 1 
First Penna. Bkng. & Tr. 
Franklin Life Ins. _......... 1 








Great Amer. Ins, : 1 
Home Insurance _ x 4a 
Household Finance .. 1 
Jefferson Standard Life __. 1 
Marine Midland Corp. —... 1 
Maryland Casualty s. 2 
Northern Ins., N. Y. 1 
Philadelphia Nat. Bank __.. 1 
enn Ns 1 
Transamerica _.........--.-.---. 3 
Travelers Ins. _.. ..............-- 3 


U. S. Fidelity & Guaranty _. 1 
Wells Fargo Bk. Amer. Tr. — 1 


Fesruary 1961 























INDUSTRIAL 
H NS H 
24 Air Reduction —......_._._... 1 39 
72 Allied Chemical -._............ 4 1 81 
61 Allis-Chalmers — in 
1 Alpha Portland Cement —. 1 5 
17 Amer. Brake Shoe _ 1 4 
SS Am: Can ............._... 8 =F 148 
5 Amer. Cyanamid —............7 6 140 
21 Amer. Marietta —__. ere 2 
S tee: Cee... ....._.. 2 19 
18 Amer. Potash & Chem. —.... 1 4 
86 Amer. Viscose __.....  ¢ 
1 Armstrong Cork —........... 8 1 56 
I i , 2 
26 Borg-Warner _ : 1 27 
7 Burroughs secrete cake 1 1 18 
i fee 8 3 
17 Caterpillar Tractor 21 @ 
2 Champion Paper & Fibre — 1 3 
11 Champion Spark Plug 1 6 
13. Chicago Pneumatic Tool —_ 1 4 
Oe We ee 2 
160... Cluett Peabody —______... 1 3 
47 Combustion Engineering -. 1 2 
6 *Consol. Electronic Indus. —.. 1 1 
$5 Continental Can _......._..... 1 2 84 
9 Corning Glass Works _—........ 2 41 
49 Crown Zellerbach __-.... 1 
See ee 2 2 
63 Diamond National — 1 5 
2 Dow Chemical ___ 91 
13 du Pont _.. EE ees 1 218 
54 Eastman Kodak _.. a 96 
. De gee oo. 8 
12 *Fairchild Camera & Inst. _. 1 1 
OE La een 3 
Fibreboard Paper Prod. —.._. 1 8 
Firestone Tire & Rubber —.. 3 52 
RE RE Le ere 1 5 
13 Food Mach. & Chem. -........ 2 31 
. to aoe... 4 2 49 
DR FG i 2 2 
28 Gen. Amer. Transportation 3 53 
37 General Electric — ~~... 1 242 
79 General Motors —....__.... 7 251 
32 General Portland Cement —.. 3 24 
72 General Tire & Rubber _...... 1 3 
OP” WI tere BS Eo ZF 
11 *Georgia-Pacifie —_...-...--...... 1 1 
2a Ghee... , a 2 
94 Glidden —_. wey 8 
S &£:.7.Gaetn tk 8 
28 Goodyear Tire & Rubber -_.. ii @ 
21 Gould-National Batteries —.. 1 2 
132 Hercules Powder —-.-........... 1 40 
Ee a ee es 1 2 
2 Heyden-Newport -_............. 2 3 
12 Hooker Chemical _. 1 25 
3 tee Oe oO .... 1 12 
11 Ingersoll-Rand —_ ._..............- 1 1 60 
4 Int. Bus. Machines -_.............. 7 #1106 
3 int. Eanes ........ 4 2 85 
7 Int. Paper 2 2 105 
ee 5 nee ree 1 9 
19 Johns-Manville 2 88 
. 2 ee 1 3 
24 Kimberly-Clark —— 1 1 43 
35 K.V.P. Sutherland Paper —.. 1 4 
17 Libbey-Owens-Ford Glass _. 3 1 45 
. liyertes Cw ................. 2 9 









N 
Cee Ce ener 
McGraw Edison __-.......--- 1 
*McNeil Mach. & Eng. __.___. 1 
Monsanto Chem. __.. — 
National Cash Register _._.. 3 
No. Amer. Aviation ___._.. 2 
Olin Mathieson Chem. 1 
eis CN es E 
Owens-Corning Fiberglas _.. 2 
Philips Gloelampen __............. 2 
Pittsburgh Plate Glass ___... 3 
i OTE TERE | 
Radio Corp. of Amer. —.-.. 
Robertshaw-Fulton —_ 1 
St. Regis Paper —___. : 
Sherwin-Williams ven a 
PN oi 
Sperry Rand a 
Square D : ae eee 
Stauffer Chemical ees 1 
Thompson Ramo-Wooldridge 1 
IE ohio nah sbpcccentimsniixe 1 


Union Bag-Camp Paper 
Uaien Cartite —___.. 
United Aircraft ————— 
United Carbon —...__.____... 
United Car Fastener _____._. 
United Eng. & Foundry ___.. 
United Shoe Mach. 
Oe ees 
*Universal Match —___...... 
Westinghouse Electric 
Weyerhaeuser 
*Whirlpool 
Wyandotte Chemical 





DH OOM RH HEH he 





MERCHANDISING & 


MISCELLANEOUS 
Amer. Broadcasting ___... 1 
Columbian Broadcasting __.. 2 
Federated Dept. Stores __. 2 
First National Stores 2 
TERE TI iccciciinsenscttninnics 1 


Great Atlantic & Pac. Tea — 1 
SESE SEE ree eee 

Marshall Field 
G. C. Murphy 
J. C. Penney 
Safeway Stores _ 
Sears Roebuck 
*°ton and Shop 
F. W. Weeilworth —.__...... 1 


PETROLEUM, MINING 
& METALS 


Aluminum Co. of Amer. 
Aluminium, Ltd. —..._- 
Armco Stee] = -__.......-- as 
Atlantic Refining — = 
Rethlehem Steel 
Consolidation Coal 
Continental Oil 
Gulf Oil _ 
Re TE ne 
International Nickel — 
*Jones & Laughlin Steel 
Kennecott Copper _._.-_... 
Louisiana Land & Explor. — 1 
National Lead — 
National Steel 









B® rhe 





eee 


Newmont Mining 
SS eaeer a 
Phelps-Dodge __....._. 
Phillips Petroleum _ 
Republic Steel Soares 
Royal Dutch Petroleum ____. 
Sinclair Oil _ 

Socony Mobil Oil ares 
Standard Oil—California _ 
Standard Oil—Indiana ___. 
Standard Oil—New Jersey — 
J! aa 

Union Oil ee ee 
*United Electric Coal ____. 
<= eee 

Youngstown Sheet & Tube - 


Pusiic UTILITIES 
Allegheny Pwr. — ~~... 
Amer. Elec. Pwr. 
Amer. Tel. & Tel. 
Arkansas-Louisiana Gas —__ 
Central & Southwest —.__. 
Cleveland Elec. Ilum. —_- 
Columbia Gas System —_______. 
Commonwealth Edison ___ 
Consolidated Edison — 
Consolidated Nat. Gas ___ ; 
Consumers Per. —_._._____. 
Daytona Pwr. & 14. 
Delaware Pwr. & Lt. _____. 
Daemmenes GA. 
El Paso Nat. Gas bie 
General Public Utilities ____ 
General Tel. & Electronics — 
Gulf States Utilities 
Hawaiian Telephone 
en on 
International Tel. & Tel. —. 
own Poe. © id.. —........ 
Lone Star Gas -.......... 

*Louisiana Gas Service 
National Fuel Gas _________.- 
N. Y. State Elec. & Gas _... 
Niagara Mohawk Pwr. —. 
Northern Nat. Gas __._____. 
Oklahoma Nat. Gas _. 
Pacific Gas & Elec. __.. 
Pacific Lighting —.. 
Pacific Tel. & Tel. _. 
Philadelphia Elec. _____. 
Potomac Elec. Pwr. _....... 
Public Service Elec. & Gas — 
Public Service—Colorado __. 
SS 
So. California Edison — ~~ 
Texes Wiiities —................ 
Union Electric (Mo.) 
| le aa 
United Utilities - oe 
Virginia Elec. & Pwr. —. 
Wisconsin Elec. Pwr. 
Wisconsin Public Serv. —__. 


TRANSPORTATION 

*Amer. Airlines ——-— 
Denver & Rio Grande W. __ 

Great Northern _. 

Kansas City Southern -_...... 

Norfolk & Western — 

Tennessee Gas Trans. - 

Union Pacific 
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RENEWED CONFIDENCE Boosts Stocks 


The advance in Standard and Poor’s 
425 industrial stock index from the 
1960 low of 55.34 registered just before 
the end of October to the year-end close 
of 61.49, against the high of 65.02 on 
January 5, 1960, provides a good gauge 
of the improvement in investment senti- 
ment in the short span of two months. 
With stocks generally in retreat during 
the past year, the investors’ problem 
was to find profits against which to off- 
set losses, despite which an exception- 
ally heavy volume of switching and tax 
loss selling failed to prevent the tra- 
ditional December rally. 

Advancing prices are the best tonic 
for restoring confidence but the lack of 
any concrete evidence of business im- 
provement tended to make some scepti- 
cal observers in the Street look for lower 
prices once normal reinvestment demand 
had spent its force in January. To the 
surprise of many, the market not alone 
continued its brisk advance on increased 
volume but also broadened out into 
previously neglected groups, such as the 
steels and other cyclical issues. On 16 
of the 21 trading days in January, vol- 
ume exceeded four million shares and 
on one day even topped the five million 
mark, resulting in the rousing daily av- 
erage of more than 4.2 million shares. 
The month’s total of 89 million- plus 
shares was 25 million more than a year 
ago and the most active month since 
the 95 million shares registered in 
October 1958. 

Rising prices without visible  evi- 
dence of a business upturn are nothing 
new but on many occasions the signal 
has proven false and the question is 
whether the stock market is at this point 
a reliable forecaster. Differences of mar- 
ket opinion are always with us but at 
the end of the first month of 1961 both 
the bulls and bears seemed loaded with 
ammunition, with the former temporar- 
ily holding an advantage. A goodly 
number of institutional portfolio man- 
agers have seemingly decided that the 
economy is close to a turning point and 


that there will be little, if any, deteriora- 
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tion from current levels. These are the 
ones who have made substantial addi- 
tions to their portfolios but other pro- 
fessionals still entertain grave doubt 
about the solidity of the advance and 
the timing of any improvement in basic 
indices. On the conservative side, for 
example, the annual Trust Investment 
Symposium conducted by this magazine, 
which was reported in the January is- 
sue, revealed a predominantly sober 
view of 1961 as a year of transition and 
recovery for stock prices as seen by 
these representatives of the country’s 
largest equity capital source. 


Among deterrents to enthusiasm about 
the economy are rising unemployment 
statistics, lower profits for the fourth 
quarter and full year now coming to 
hand despite well-maintained or in- 
creased sales volume, and a 20 year 
record high in the national bankruptcy 
rate. Additionally, quite a number of 
companies below the top rank have seen 
fit to reduce or eliminate cash dividends 
and, in some instances, substitute small 
stock distributions. Another small straw 
in the wind is found in reports of cor- 
porate tightening up on costs, even at 
the executive level, and salary reduc- 
tions and elimination of some positions 
in middle management. 

The stock market in its January ad- 
vance likewise reflected a revival of 
speculative psychology, with stock splits 
or rumors thereof bringing in the type 
of buying not normally associated with 
investment accumulation. With _price- 
earnings ratios once again at historically 
high levels, it would seem that many of 


the leaders are vulnerable to further. 


setback in business or a delay in 
achievement of the hoped-for improve- 
ment in profits which is being counted 
upon to support current prices. A trend 
suitable for speculation may not neces- 
sarily present the best buying opportun- 
ities for long-range investment. Never- 
theless, whether the timing is right or 
wrong, stocks commanding major insti- 
tutional attention show that the demand 
is unfilled from those brave enough to 
risk the stormy seas of price fluctuation 





instead of riding at anchor in the safe; 
shallows of fixed-income investments, 

While there may well be a modicum 
of inflationary motivation based upon 
belief that the new administration wil] 
not hesitate to act boldly to stimulate 
the economy, it is probable that buying 
is based more upon a feeling, yet un. 
supported, that we are approaching q 
bottom in the business cycle. The only 
fiscal hint from the newly-fledged regime 
is the President’s statement that he plans 
no wholesale revision of the Eisenhower 
budget. The mere fact that inflation jg 
not yet back upon the front page, how. 
ever, should not lull anyone into the 
conclusion that it is more than tempor. 
arily quiescent. 

It is this department’s guess that buy. 
ing on dips will continue to be the pre. 
dominant pattern for investment ac. 
counts whenever technical conditions or 
spot news bring in speculative lighten. 
ing of positions, in spite of the fact that 
at current levels very few leading stocks 
appear to be on the bargain counter. If 
enough buyers back their optimism with 
action, stock prices may be able to 
bridge the time gap between today’s 
lackluster business picture and the im- 
provement which majority opinion hope- 
fully expects in late Spring or early 
Summer. If, however, something hap- 
pens to disrupt the schedule, some quite 
substantial market correction might be 
in order. 


NY Banxkine LAw STIMULATES 
MERGERS 


Last month produced news of three 
projected mergers in the New York 
City banking area, one of them, the 
formation of a holding company to ac- 
quire assets of the Bankers Trust Co. 
and the County Trust Co. of White 
Piains, having been announced last Fall 
but only recently submitted to the stock- 
holders. The second was consolidation 
of the Hanover Bank and the Manufac- 
turers Trust Co. The third announce- 
ment of the month proposed formation 
of a state-wide holding company com- 
posed of seven banks, headed by Mor- 
gan Guaranty Trust Co. of New York, 
which would have total resources in ex- 
cess of $6 billion. 

While sometimes complex, the moti- 
vation behind such steps is often as 
simple as trying to “keep up with the 
Jones.” Newton’s Law, which states 
that “to every action there is an equal 
and opposite reaction,” seems as ap- 
plicable to bank mergers as to the sci- 
ence of physics because each combina- 
tion of two or more institutions foments 
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Uniteo States Lines 


Company 
Common 
Stock 
DIVIDEND 





The Board of Directors has authorized 
the payment of a dividend of fifty cents 
($.50) per share payable March 3, 1961, 
to holders of Common Stock of record 
February 10, 1961. 

THOMAS R. CAMPBELL, Secretary 
One Broadway, New York 4, N. Y 
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CARBIDE 





A quarterly dividend of ninety cents 
(90¢) per share on the outstanding 
capital stock of this Corporation has 
been declared, payable March 2, 1961 
to stockholders of record at the close 
of business Feb. 6, 1961. 


Joun F. SHANKLIN 
Secretary and Treasurer 


UNION CARBIDE CORPORATION 
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Southern California 


Edison Company 















DIVIDENDS 

The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


CUMULATIVE PREFERRED STOCK: 


4.08% SERIES 
Dividend No. 44 
25/2 cents per share; 


4.24% SERIES 
Dividend No. 21 
26/2 cents per share; 


4.78% SERIES 
Dividend No. 13 
297/, cents per share; 


4.88% SERIES 
Dividend No. 53 
30'/2 cents per share. 


The above dividends are pay- 
able February 28, 1961, to 
stockholders of record Feb- 
ruary 5. Checks will be 
mailed from the Company's 
office in Los Angeles, Feb- 
ruary 28, 


P. C, HALE, Treasurer 


January 19, 1961 
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which removed the three-year “freeze” 
on new acquisitions by Marine Midland 
or formation of new groups, it was in- 
evitable that competitive companies 
would come into being. The advantages 
of such organizations lie in the fact that 
operations remain locally autonomous 
with specialized staff functions available 
along with access to increased capital 
when borrowing limits must be raised. 

The bank merger movement is a 
phenomenon which responds to the 
same pressures as in industry, namely, 
ability to offer a broader line of prod- 
ucts or services in a larger service area, 
or perhaps at lower cost. With special 
reference to the Empire State, it is prob- 
able that these initial explorations of 
the holding company form of operation 
are far from being the last under the 
new permissive legislation. 


In Drre Srraits? 


President Kennedy’s State of the 
Union message to Congress on January 
30th was a sober, not to say frighten- 
ing, document which placed our country 
in dire peril both on the domestic front 
and in world affairs. To one who heard 
Mr. Eisenhower’s final report of his 
stewardship only slightly more than two 
weeks previously, each might have been 
speaking of completely distinct subjects. 

While one must acknowledge the com- 
plexity and trouble-breeding possibili- 
ties on the international scene, these are 
not new and the preceding administra- 
tion not only lived with them but pre- 
vented their developing into armed ac- 
tion. On the domestic front, it must be 
admitted that Mr. Eisenhower often 
seemed more hopeful of underlying 
business conditions than was warranted 
by the indices, a trait peculiar to the 
party in power which Mr. Kennedy 
would perhaps do well to remember in 
the future. 

Our observations on Mr. Kennedy’s 
message have to do with its tone of 
unrelieved gloom. Courage, frankness, 
energy and bold action in his admini- 
stration have already been promised but 


the country has the right to hope that, 


a close-up of the picture based upon 
observation over only a short period will 
not set in motion measures which may 
not be needed. After all, the balance 
sheet of the United States has assets, 
some of them very valuable ones, with 
which to meet the liabilities on the other 
side of the ledger. 

In its implications for the economy, 
the speech conjured up vistas of more 
programs and services which could 

(Continued on page 151) 











SOUTHERN 
NATURAL GAS 
COMPANY 


Birmingham, Alabama 


Common Stock Dividend No. 88 


A regular quarterly divi- 
dend of 50 cents per share 
has been declared on the 
Common Stock of Southern 
Natural Gas Company, pay- 
able March 14, 1961 to 
stockholders of record at the 
close of business on Febru- 
ary 28, 1961. 

W. S. TARVER, 
Secretary 
Dated: January 28, 1961 























GOULD- 
NATIONAL 


BATTERIES, INC. 


Manufacturers of a complete 
line of automotive, industrial 
and military storage batteries 
plus motive specialties. 

A REGULAR 

QUARTERLY DIVIDEND 

of 30c per share on Common 
Stock, was declared by the 
Board of Directors on January 
10, 1961 payable March 15, 
1961 to stockholders of record 
on March 1, 1961. 


A. H. DAGGETT 
Chairman 








AUL, MINN 








h. J. Reynolds 
Tobacco Company 


Makers of 
Camel, Winston, Salem & Cavalier 
cigarettes 


Prince Albert, George Washington 
Carter Hall 
smoking tobacco 














QUARTERLY DIVIDEND 


A quarterly dividend of 65c 
per share has been declared 
on the Common Stock of the 
Company, payable March 6, 
1961 to stockholders of rec- 
ord at the close of business 
February 15, 1961. 
WILLIAM R. LYBROOK, 
Secretary 
Winston-Salem, N. C 
January 12, 1961 


Sixty-one Consecutive Years ot 
Cash Dividend Payments 
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AUL COHN, ONE-TIME PRESIDENT OF 

City Stores Corporation, a depart- 
ment store holding company, with his 
legal background, brought a fresh and 
original viewpoint into merchandising. 
The executive told his associates to stop 
being smug whenever sales for the cur- 
rent month rise above the record for 
the corresponding period a year ago. 
This, he said, embraced the fallacious 
assumption that the store was necessar- 
ily doing an excellent job last year. 

Mr. Cohn proposed that the new yard- 
stick for measuring efficiency of man- 
agement was how well it was achieving 
the potential of the local market. 

Similarly trust officers, in merchan- 
dising the services of their institutions, 
should become conscious of the enlarg- 
ing market. I am referring not only to 
the growth in population and the long- 
term increment in the gross national 
product and in savings, but also signifi- 
cant changes in average life expectancy. 
A baby now born can anticipate living 
fifty per cent longer than one delivered 
at the beginning of the century. 

The change reflects the progress of 
preventive medicine and the role of 
antibiotics in conquering infectious dis- 
eases. Now an increasing ratio of the 
population is among the aged, and, with 
antibiotics, many are destined to live 
until felled by cancer and the degenera- 
tive circulatory ailments. 

This increasing ratio of senior citizens 
creates a new opportunity for the fiduci- 
ary institution. As men and women pass 
the prime of life, it becomes a matter 
of conjecture when and if they will out- 
live their years of full mental and 
physical capability. It is sheer fallacy 
to assume either that “this can’t happen 
to me” or that “as soon as I lose my 
competency, I’ll turn over my affairs to 
someone else.” Incompetents don’t know 
they are, so they can make ruinous deci- 
sions, or omissions. 

The long-lived tend to be exposed to 
a new hazard of various degrees of 
senility, not to mention forgetfulness. A 


FEBRUARY 1961 


ECONOMIC TIDES BENEATH THE MARKET... . 


MERRYLE STANLEY RUKEYSER 


LONGER LIFE EXPECTANCY OPENS NEW NEEDS 
FOR TRUSTEE AIDS 


prudent person can hedge against this 
risk by forehandedly setting up a living 
trust in a fiduciary institution known 
for dynamic and capable handling of 
investment funds. Such an arrangement 
is not only a hedge against personal 
senility, but also a wise provision 
against the day when even clipping cou- 
pons, deciding whether to exercise stock 
rights, and record keeping for tax pur- 
poses may be deemed burdensome or 
even create a strain from worry. 


It Pays to be Frank 


And if traditionalists are reluctant to 
face the merchandising implications 
their hesitation hurts the profit state- 
ments of their institutions. Of course, 
some will think that even discussing 
these realities may tend to insult pros- 
pects, but the tremendous achievement 
of the institution of life insurance as 
the nation’s financial best-seller demon- 
strates that sales can be made even 
when based on something as unpleasant 
and negative as the eventual advent of 
death itself. I believe that there is au- 
thentic diginity in truth telling and in 
making financial techniques and disci- 
plines available to help others over the 
rough spots which may be ahead for 
them — and who knows when! 

I am putting the matter bluntly in 
order to dramatize an unfolding oppor- 
tunity. If this approach shocks some old 
fashioned banking executives who may 
overvalue stuffiness, it will be a service 
to alert them to the desirability of ad- 
justing to changing sociological and 
economic trends. And it would be a 
mistake for refined trust officers to 
shrink from discussing anything so neg- 
ative as eventual processes of “age and 
disintegration.” While political prom- 
isers dole out suckerbait to senior citi- 
zens in the form of “cradle to the grave 
security,” the record shows that this 
process of “robbing Peter to pay Paul” 
at best provides Paul with a subsistence 
standard of living — not with standards 
to which the individual may have be- 





come accustomed as symbolized by 
steak and black olives — if not caviar. 

In its living trust department, the fi- 
duciary institution can be guide, philo- 
sopher and friend to aging persons. It 
can rescue them from dependence for 
financial guidance on haphazard selec- 
tion of younger relatives or friends. The 
trust officer, unlike the potential heir of 
the aged person, has no conflict of in- 
terest. Bernard M. Baruch told me sev- 
eral years ago that in light of the creep- 
ing inflation he was advising old friends 
against divesting themselves of property 
in order to reduce death duties. His 
view was that perhaps the old person 
and his spouse might need more dollars 
for their own upkeep under inflationary 
conditions than they had originally esti- 
mated. 

The trust officer, unlike the Social 
Security clerk, deals with individuals 
and individual problems — not with 
men in the mass. This is not only true 
in living trusts, but also in testamentary 
estates in which the trust officer may be 
in effect charged with “the care and 
feeding” of widows and children. In 
order to dramatize the difference be- 
tween voluntary plans and harsh state 
imposed schemes, the trust officer should 
stress friendliness and flexibility. 

People don’t queue up in the trust 
department, and expect to be treated as 
“faceless” persons without individual 
identity. The cost sheet and personnel 
availability in trust departments should 
provide for built-in tailor-made special 
treatment of each client. Once this con- 
cept is fully grasped in all of its humane 
implications, then voluntary financial 
institutions will have greater allure and 
deeper emotional appeal. 

In order to fulfill this great oppor- 
tunity for alleviating “man’s inhumanity 
to man,” trust institutions should con- 
tinuously reappraise their methods, 
techniques, and personnel availability. 
Likewise, many state laws governing fi- 
duciaries should be up-dated from their 
19th century origins. 
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Low Stock Yields 

and Mortgages 

Lawrence Wein, the New York real- 
tor, who pioneered in developing a plan 
of syndication ownership of real estate, 
told me that he was motivated by the 
belief that the general pattern of invest- 
ment of the estate creator should be 
followed after his death. Mr. Wein said 
that three decades ago, before the trust 
institutions changed their investment 
philosophy, there tended to be a sharp 
drop in the income and hence standard 
of living of heirs as fiduciaries almost 
automatically shifted from equities in 
real estate and corporate shares, which 
the head of the family had accumulated, 


into low yielding bonds “legal for trust 
funds.” 


Circumstances have changed in the 
interim. First, with liberalization of 
laws affecting trust investment in the 
direction of the “prudent man” concept 
and the trend toward balance in the 
portfolios managed by fiduciaries, there 
has been a tendency to improve the 
earnings of trust funds. Secondly, imi- 
tators of Mr. Wein’s setup are acquiring 
real estate for syndication at prices 
which Mr. Wein considers high. As a 
matter of fact, in the spirit of pioneer- 
ing, this financier has been exploring 
the possibility of syndicating higher- 
than-average yielding mortgages on real 
estate. He had in mind mortgages which, 
though in his opinion sound, fall out- 
side the scope of eligibility for pur- 
chase by institutional investors — life 
insurance companies and savings banks. 
By way of illustration, he mentioned 
mortgages on old buildings in prime 
locations and liens on special purpose 
property, such as bowling alleys. 


These views are mentioned to high- 
light a problem for fiduciaries. First, in 
order to enable beneficiaries to get opti- 
mum service from a fiduciary, it is 
helpful to encourage the estate builder 
in his will to give wide discretionary 
authority to the fiduciary. Secondly, the 
trend toward balanced funds enhances 
the prospects of raising the net average 
return on carefully managed funds. 
Thirdly, rather than expose widows and 
orphans to imprudent risks in order to 
enhance income in these days of low 
yields for favorite equities, it is more 
in keeping with the human needs of 
heirs for the fiduciary to get authority 
to invade the principal when needed for 
the support and comfort of the benefi- 
ciaries, . 


This embraces a changing public at- 


titude toward wealth.which has devel- 


oped since the advent of high death 
duties. The goal in estate building is to 
provide prudently for human needs of 
dependents rather than to perpetuate 
fortunes for their own sake. In this 
spirit, sensible exhaustion of the princi- 
pal, if necessary, is entirely proper. But 
in order to avoid hamstringing execu- 
tors and trustees with legalistic inhibi- 
tions, the testator should make his in- 
tentions or objectives crystal clear. In 
drawing the will, the estate builder 
should advise whether he wants the di- 
rect beneficiaries fully protected in re- 
spect to their living standards even at 
the expense of leaving less for the re- 
maindermen. 

Footnote: Living standards in dy- 
namic America are not static. With the 
continuous development of new com- 
fort goods, a family is not holding its 
status unless it moves forward with the 
national economy. 


Automation, Humanness and 
Imagination 


A New York trust company goofed 
when one substantial octogenarian de- 
positor became hospitalized as a result 
of a broken hip. It was difficult for the 
patient, lying flat on his back in trac- 
tion, to sign checks. A nephew notified 
an officer of the bank to send the signa- 
ture cards for the relative and asked to 
be granted the power of attorney. In the 
spirit of business machine, dehumanized 
civilization, the banking institution act- 
ed in a purely routine manner. Ignoring 
the physical condition of the customer, 
the bank requested the depositor to sign 
his name three times: on separate signa- 
ture cards, then to have a fourth signa- 
ture, granting the power of attorney, 
witnessed by his physician and by a 
notary public. 

The circumstances warranted a little 
kindness beyond the scope of automa- 
tion. It would have been a symbol of 
freindliness if a bank officer had per- 
sonally visited the patient, and mini- 
mized the red tape involved. The inci- 
dent is significant as it bears on the 


preservation in a mechanized age of the 


distinct advantages of a voluntary, as 
contrasted with a governmental, setup. 
In this instance, the private bureaucracy 
of the branch-banking institution paral- 
leled the bureaucracy of the post office, 
treating the customer as a faceless num- 
ber. 


If this episode were either isolated or 
exceptional, it could be ignored. But 
management, in all varieties of service 
institutions, have not yet found the key 
to retaining individuality and personal- 





ity while effecting the economy of util. 
izing business machines. 


William A. (Pat) Patterson, presi. 
dent, United Air Lines, Inc., showed 
executive imagination when a stranger 
in distress telephoned him to report that 
he unexpectedly would be out of town 
when his eighty year old Mother was 
booked to make her first flight. The son 
asked only that a passenger representa- 
tive at the airport be alerted. so that 
he could help the elderly lady board 
the plane. If Mr. Patterson had had the 
mind and the heart of a clerk, he would 
have pointed out in a self righteous 
manner that a busy airline was not 
geared up to give such individual atten. 
tions. Deciding to break routine, Pat 
determined to go all out. He informed 
the son that a passenger agent would 
call for his Mother at her home in a 
cab, and bring her to the airport. Mr. 
Patterson, in passing along instructions, 
added: “Take the lady an orchid cor- 
sage.” Obviously, the markup on tickets 
does not allow for such treatment uni- 
formly, but Mr. Patterson reasoned that, 
if he was stepping out of line, he would 
do the job right. The good deed paid 
handsome dividends. It developed that 
the son was an executive of a company 
which is a large shipper. Thereafter, the 
son went out of his way to specify ship- 
ment of air freight by United. 


New Dehumanization 


Early in the century business baiters 
sneered at big enterprises as “soulless 
corporations.” It is important now that 
management recognize the danger that 
the use of automation in business ac- 
counting threatens a new type of de- 
humanization. Obviously, the machines 
will be increasingly used, but there 
should be imaginative management 
making sure that occasionally symbols 
of human friendliness are developed. 


After nearly three decades of mutu- 
ally pleasant relations with a Chicago 
hotel, a patron, who had long estab- 
lished credit and had the habit of sign- 
ing his bills on checking out, was asked 
by a new cashier, installed by the chain 
which had acquired the hotel, “Let me 
see your credit card.” In this way. the 
old relationship was impaired, and the 
valuable business asset of customer 
loyalty was threatened. 


Likewise, the credit affiliate of a 
major hotel chain operates on a de- 
humanized moving belt, assembly line 
system of accounting. The customer has 
degenerated into a number who passes 
through the business machines. There 
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is, of course, a time lag in billing. One 
customer in due course sent his check 
in payment for a bill rendered. But the 
letter went astray. After this was dis- 
covered, the customer notified the hotel 
credit corporation that, if the check had 
not yet been received, he would in- 
¢ruct his bank to stop payment and he 
would issue another check. This was 
done, but in the meantime the business 
machines were confused. In the spirit of 
automation, ignoring the correspond- 
ence. the hotel credit service added a 
delinquency charge. The patient patron 
wrote to explain the circumstances but, 
instead of getting a responsive answer, 
the customer received a form letter in- 
dicating that in due course his com- 
munication would be handled. In the 
interim, the machine process caused an- 
other statement to be rendered for the 
delinquency fee. After much ado about 
nothing, the machines eventually found 
the account to be in balance. 


This is misuse of useful and cost- 
saving machinery. There is room, even 
in this IBM civilization, for the execu- 
tive or supervisor to step into extraordi- 
nary situations, and give evidence that 
human beings are still employed. This 
is a crucially important consideration, if 
management is to fulfill the unique 
promise of a voluntary economic system. 

It has been no secret that the lecture 


market has been decaying. Old Town 
Halls and forums have been folding. 
as have the chattague circuits. Unscien- 
tific diagnosticians, confusing simul. 
taneity with cause and effect, have 
blamed the advent of television. But 
well-managed forums have grown and 


flourished despite TV. 


Bizarre as it seems to professional 
money managers, some of these intellec- 
tual adventures have been sunk on the 
rocks of inflation. Two major forums, 
which have demonstrated longevity, con- 
sulted me on their budgetary problems. 
It developed that both proudly set forth 
the fact that they had never raised their 
membership dues. I gave them a new 
insight into their plight when I pointed 
to the obvious fact that such forums 
had in effect cut dues in half since 1939, 
having failed to adjust their fees to the 
shrinkage in the buying power of the 
dollar. It is, of course, incredibly naive 
to try to operate in any venture in 1961 


with 1939 dollars. 


At best, only part of the dilution in 
the purchasing power of dollar income 
can be offset by automation, by expan- 
sion of sales volume, and by techniques 
for reducing waste. 


FEBRUARY 1961 


THE STUDLEY, SHUPERT TRUST INVESTMENT COUNCIL 
PROVIDES COMMUNITY BANK TRUST OFFICERS 
WITH SERVICE AS PERSONAL AND INDIVIDUALIZED 
AS YOU GET FROM YOUR FAMILY PHYSICIAN 


It’s true! As a member of the Studley, Shupert Trust Investment Council, 
you are an individual, a personality known by name to the Council Staff 

. and the individuality, the trust objectives of each of your accounts, 
is equally well known. 

Indeed, the relationship of Council Staff and Members becomes so in- 
timate and confidential that it actually is closely akin to your relationship 
with your family physician. And, like your family physician, the Council 
Staff is available to you at all times, whenever an account problem arises. 

Unlike your family physician, however, the Staff is not composed of 
general practitioners. Instead, it is a group of competent, experienced, 
trust-minded specialists. And their research facilities for studying and 
analyzing the complications of individual account problems from a trust 
viewpoint are second to none. 

Also, unlike your relationship with your physician, your Council 
Membership is not just an aid in times of emergency. Again and again at 
frequent intervals, month after month, the Council sends you its easy-to- 
understand, up-to-the-minute trust investment guide material designed to 
help you keep all of your accounts in good health. 

We will be happy to tell you more about the advantages of Council 
Membership without obligating you in any way. Write today to Dept. TE-62. 





STUDLEY, SHUPERT TRUST INVESTMENT COUNCIL 





TRUST INVESTMENT 
COUNCIL 
vis 


1617 PENNSYLVANIA BLVD., PHILADELPHIA 3, PA. 
155 BERKELEY STREET, BOSTON 16, MASS. 
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WILLIAM G. MEESE 


ESEARCH SUPPORTED BY INDUSTRY 
me" has as its ultimate purpose 
the invention of a new product or the 
improved salability of an existing one. 
The electric power industry is unique 
in this respect because its product al- 
ready represents the ultimate form of 
pure, easily-controlled energy. No lay- 
man or scientist has expressed the need 
for a better or more compact kilowatt- 
hour. Why then should the electric 
power industry support research activ- 
ity? The obvious answer, of course, is 
that every possible step must be taken 
to reduce present production costs and 
insure availability of bountiful supplies 
of energy for future use. 

Some measure of progress in cost re- 
duction may be gained by looking back- 
ward. When Thomas A. Edison opened 
his first generating station in 1882, he 
found that a price of about 25 cents 
per KWH would cause customers to 
switch from gas to electric lighting. 
After almost 80 years of rising costs 
and depreciating currency, the average 
cost of a KWH to a residential customer 
is only 1/10 of the price Edison 
charged. This has been accomplished 
through improved equipment and meth- 
ods resulting from research carried on 
by individual utility companies and 
equipment manufacturers. 

The statement is frequently heard 
that major equipment manufacturers 
carry on all research required by the 
electric power industry. It is true that 
they have contributed greatly to pro- 
gress by developing larger and more 
efficient generating units and_ allied 
equipment. The manufacturers have also 
caused higher power loads by conceiv- 
ing and selling a host of new power- 
using equipment and household appli- 
ances. Furthermore, manufacturers have 
plowed earnings back into fundamental 
research in quest of knowledge of basic 
natural laws to insure future progress 
and development. 
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ON THE ENERGY FRONT... 


WILLIAM G. MEESE* 


The Detroit Edison Company 


*Guest of Columnist Robert Resor 


RESEARCH IN ELECTRIC POWER INDUSTRY: 
AN EFFORT TO REDUCE COSTS 





The author, Director of Engineering Re- 
search for The Detroit Edison Co., graduated 
from Purdue University as an electrical en- 
gineer. During World War II, he served first 
as an artillery officer and then on planning 
staffs for amphibious operations. Upon re- 
turning to Detroit, he assumed responsibility 
for planning power system changes and addi- 
tions required to serve large industrial 
plants. Transferred to Engineering Research 
as Assistant Director, he assumed his present 
position in 1958. He has served on a number 
of national technical society committees and 
is presently Chairman of the Research Pro- 
jects Committee of the Edison Electric In- 
stitute. 





At this point an important fact is 
often overlooked: money used by manu- 
facturers to support research and devel- 
opment is derived only from purchasers 
of the products, while research on elec- 
trical equipment is paid for by the 
utility companies with each purchase. 
This is proper and desirable but the 
fact should be recognized. However, the 
really significant contribution in the 
area of equipment research and devel- 
opment by individual companies is their 
willingness to underwrite progress with 








purchase orders for technologically ad. 
vanced but unproved equipment that in. 
variably results in costly field experi- 
mentation and service interruptions. 


Frequently problems arise in utility 
operations which fall outside of the 
province of equipment manufacturers, 
That this is a common occurrence was 
shown in a recent survey by the Edison 
Electric Institute which turned up 98 
research projects being sponsored by 
EEI or by member companies. Another 
survey by EEI of 120 companies indi- 
cated that research expenditures, exclu- 
sive of nuclear research, amounted to 
over $8 million in 1960. In addition, 
another $132 million was committed for 
1960 expenditures for nuclear power 
research and plant construction. This 
data is presented to lend substance to 
the contention that the electric power 
industry is very actively engaged in re- 
search on its own behalf. 


Co-operative Research Projects 


Such research is carried on in two 
general ways: cooperative efforts spon- 





Westinghouse experimental MHD unit sends ionized gas through magnetic fields at speeds 


up to 1,800 MPH. 
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sored by the Edison Electric Institute 
and research by separate companies to 
solve specific problems. The Institute, 
an associition of privately owned utility 
companie-. has as objectives the ad- 
yance of the art of generating, transmit- 
ting and distributing electricity. The 
research function of the Institute can 
be illustrated by a few current projects. 

TREE GROWTH ContTROoL — The 
growth of trees under or adjacent to 
utility lines is a major cause of damage 
and service interruptions. It. has been 
estimated that reduction of tree trim- 
ming costs by one-half would save the 
industry about $2> million annuat'y. 
Qne company reported annual cests for 
this problem of $2 million. Recently 
discovered growth inhibiting chemicals 
may materially alleviate this problem 
without permanently damaging or dis- 
figuring the trees. Battelle Memorial 
Institute was awarded a contract for 
this research which has produced labo- 
ratory results sufficiently encouraging to 
warrant field trials. 

METALLURGICAL RESEARCH — The 
trend toward higher temperatures and 
pressures in steam generators to attain 
higher efficiencies has necessitated use 
of high alloy steel tube materials to 
avoid cracking and other tube failures 
which spell costly repairs and service 
interruptions. The industry is support- 
ing such research over a_ three-year 
period at the University of Michigan. 

REMOVAL OF SULPHUR FROM CoAL — 
Coal used in power plant furnaces com- 
monly has a sulphur content of about 
3% by weight, which produces unde- 
sirable fumes and forces utility com- 
panies to spend large amounts on high 
plant stacks. Recognizing their respon- 
sibility, the power companies are con- 
tributing to a large project to attack this 
basic cause of air pollution under di- 
rection of the Bituminous Coal Research 
Center. 

SuRVEY OF ADVANCED Power Con- 
CEPTS — To keep abreast of new devel- 
opments, the industry has employed a 
consultant to evaluate new methods of 
generating electric power and to deter- 
mine best areas for research effort. 


Research by Individual Companies 


These examples of cooperative re- 
search through the EEI represent only 
a small part of the total program, of 
which even an abbreviated summary is 
impossible in this article. However, the 
industry surveys individual company re- 
search activities and exchanges inform- 
ation between companies to minimize 
duplication of effort. 
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Here are a few projects underway at 
The Detroit Edison Company; 

FLAME-FAILURE DETECTOR SYSTEMS 
— Modern large volume power plant 
furnaces have exhibited an increasing 
tendency to low-order explosions or 
“puffs” which occur on re-ignition after 
momentary loss of flame, with costly 
damage to furnace and boiler and long 
service outages. Equipment manu‘ac- 
turers offer no solution to this problem. 
A flame-failure detector and automatic 
fuel cut-off system for powdered coal 
furnaces understudy promises protection 
under most operating conditions and its 
performance is good enough to warrant 


immediate installation on large furnaces 
while work continues to perfect it. 

AUTOMATIC CONTROL FOR ELECTKO- 
STATIC PRECIPITATORS — The purpose 
of this development is to insure opti- 
mum operation of fly ash collectors to 
minimize dust nuisance in power plants 
areas. The new control is being installed 
on existing precipitators, and a patent 
application has been filed. No immedi- 
ate financial benefit is expected from 
improved dust collection, but the return 
to the company in good will is worth 
while and avoidance of possible new 
air pollution ordinances may mean ap- 
preciable savings. 
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INDUCTION WELDING OF STRANDED 
ALUMINUM CABLE — The use of large 
diameter stranded aluminum conductors 
in high voltage underground cable sys- 
tems has not been feasible because of 
difficulties in joining lengths of con- 
ductor in a permanently trouble-free 
manner. Compression-sleeve joints used 
in overhead line construction are prone 
to failure on aluminum underground 
conductors because of loosening due to 
thermal cycling caused by load varia- 
tions. Research has developed special- 
ized equipment and techniques for in- 
duction welding of joints suitable for 
field use which result in a permanent 
joint. Patent protection is being sought 
on certain unique features of the proc- 
ess. The solution permits choice of 
aluminum or copper for high-voltage 
underground systems dependent upon 
competitive prices. 

This brief mention of several research 
projects indicates the type of work be- 
ing done on the conventional power sys- 
tem. In almost all cases the objective is 
cost reduction by solution of an imme- 
diate problem or by anticipating some 
future requirement. 


Exotic Power Sources 


Utility managements are very much 
interested in new or exotic power 





sources such as thermoelectric devices, 
fuel cells, thermionic converters and 
magnetohydrodynamic generators. 

These new sources offer long-range 
possibilities of higher operating effici- 
encies with attendant reduction in cost 
of producing electric energy which may 
someday be in competition with present 
methods and companies. Consequently, 
a number of companies are underwrit- 
ing research projects and setting up 
study groups to evaluate these develop- 
ments. 

The scientific basis of each of the 
devices has been known for many years, 
in several cases for well over a century 
and working models based on_ these 
principles have been demonstrated long 
ago but the development of new mate- 
rials in the past ten years has caused 
a resurgence of interest, in them. De- 
velopment of these power producing de- 
vices from the “theoretically possible” 
stage to the point of sizeable laboratory 
demonstration models marks a signifi- 
cant forward step. 

THERMOELECTRIC Devices — Gen- 
eration of electric power by means of 
thermoelectric junctions is based on a 
principle discovered in 1821 by the 
German physicist Thomas Seebeck, who 
noted that a current flowed in a circuit 
composed of two dissimilar metals if 
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"Are deposits the only answer?" 


Important — yes. But not only. 


We honestly feel that there are any number of valuable services that 
a broker might render a banker. Any number of other services that 
might prompt a banker to do business with a particular broker — 


For example, here at Merrill Lynch we’re equipped to — 


Supply current quotes, specific security prices for particular dates 
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Members N.Y. Stock Exchange and other principal Stock and Commodity Exchanges 
70 PINE STREET, NEW YORK 5, N. Y. 
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High-temperature carbon and oxygen fuel 
cell being tested in furnace in Westinghouse 
research laboratory. 





one of the points where the metals 
joined was hot and the other junction 
cold. (Applications of this phenomenon 
were discussed in this 
month. ) 


column last 


The recent development of semi-con- 
ductor materials has made possible the 
use of the Seebeck effect for power 
production on a small scale. The new 
materials have a copious supply of elec. 
trons and remarkably low thermal con- 
ductivity and generators of small ca- 
pacity have been constructed for mili- 
tary applications. 

The disadvantages of thermoelectric 
generation are: high cost, low thermal 
efficiency and the fact that very low 
voltage direct current is produced. In- 
creased production is expected to lower 
cost of these materials, but not for many 
years, to the point of competition with 
conventional generating units. The ther- 
mal efficiency of thermoelectric genera- 
tors to date has been in the 8%-12% 
range. Future developments may in- 
crease efficiency values to about 30%- 
35%. For comparative purposes, a mod- 
ern steam turbine-generator is about 
40% efficient. Also, production of direct 
current is a disadvantage because need 
for alternating current requires use of 
a converter. 

It is therefore apparent that thermo- 
electric generation, now a reality, is 
practical only for relatively small, high- 
ly specialized applications such as mili- 
tary use or space exploration. Some use 
by utilities may be possible in the 1970's 
for outlying generating stations or as 
topping units on furnaces in conven- 
tional power plants. 

Fuet Cetts — Direct conversion of 
Chemical to electrical energy on a con- 
tinuous basis has been the dream of 
scientists for well over a century. As 


early as 1839, Sir William Grove dem- 
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onstrated a simple hydrogen-oxygen fuel 
cell but lack of suitable materials and 
inadequate knowledge of basic chemis- 
try hampered progress. 

A fuel cell resembles the storage bat- 
tery in appearance in that each cell has 
two electrodes separated by an electro- 
lyte. The main difference is that the 
reactants (fuel and oxidizer) are con- 
tinuously fed to the fuel cell and- prod- 
ucts of the reaction are continuously 
removed. 

Fuel cells have the theoretical possi- 
bility of attaining very high efficiencies 
of about 90%. On a practical basis with 
the fuel cell supplying a load, efficiencies 
of 65% are attainable. Individual cells 
produce direct current at about 0.8 to 
0.9 volts, hence to attain useful voltages, 
they must be connected in series to form 
batteries. 

While most research has been devoted 
to the hydrogen-oxygen cell, work is 
proceeding on cells to utilize low-cost 
hydrocarbon fuels such as natural gas 
or petroleum products. Laboratory 
models of these hydrocarbon cells have 
operated continuously for periods of a 
few weeks but they present problems 
because operation at ambient tempera- 
ture results in incomplete use of the 
fuel with severe sludge formation in the 
cell. This can be avoided by high tem- 
perature operation — 1,000°F. or high- 
er — at which time equally difficult gas- 
ket and corrosion problems arise. 

In spite of all difficulties, fuel cells 
appear to hold excellent long term pros- 
pects of becoming substantial power 
producers. The advantages of high effi- 
ciency, no moving parts, silent opera- 
tion, freedom from air pollution prob- 
lems and high output per unit of weight 
and. volume explain the interest in this 
generating method. 

Use of fuel cells in utility power sys- 
tems depends on ability to produce low 
cost hydrogen or on development of a 
successful hydrocarbon cell. 

Fuel cells have been widely publicized 
as the future power unit for every resi- 
dential basement to produce cheap and 
plentiful electricity and from a technical 
point of view there is no reason why 
they could not do so. However, to be 
economically attractive, the average 
householder would have to save enough 
above the present low cost of electricity 
to recover the initial investment plus in- 
terest, pay for maintenance and fuel, 
and have something left over to com- 
pensate for time and trouble involved in 
keeping the fuel cell in operation. The 
threat to electric power companies from 
fuel cells or other such power sources is 
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remote. After all, reliable low-cost, gaso- 
line-fueled motor-generator sets are 
available but never have been accepted 
by the average home owner. 


Thermionic Generators 


The thermionic principle dates back 
to 1878 when it was noted that electrons 
are emitted from heated surfaces of 
certain materials. This principle has 
been widely used in the electron tubes 
in radio and television sets. Recent dis- 
coveries of materials with very high 
electron emission capabilities have now 
made this principle applicable to elec- 
tric power producers. A further dis- 
covery of significance was that presence 
of an ionized gas or plasma between the 
plates of a thermionic generator greatly 
enhanced the flow of electrons. 

Thermionic generators produce direct 
current with output voltages ranging 
from 0.5 to 3.0 volts per unit or cell. 
Since electrons must be “boiled” off hot 
surfaces, operating temperatures are ne- 
cessarily high — often above 3,000°F. 
In addition, spacing between the elec- 
tron emitting and collecting plates must 
be held to only a few thousandths of 
an inch. The requirements imposed by 


high temperatures and close space toler- 
ances present serious problems of mate- 
rials and construction still largely un- 
solved. 

Thermionic units offer possible ther- 
mal conversion efficiencies in the 20%- 
30% range. The requirement for high 
operating temperatures virtually rules 
out application of these devices to fossil 
fuel energy sources. The most favorable 
application seems to be as topping units 
in nuclear power plants where high tem- 
peratures in the reactor core might 
raise over-all efficiency of the nuclear 
plant to 45% or even 50% which is 
very attractive. 

The future of thermionic generators 
depends on the success of current mate- 
rials research. A great deal remains to 
be done and perhaps 10 to 20 years 
will elapse before these devices become 
competitive. 


Magnetohydrodynamic Generators 

About 130 years ago Michael Fara- 
day discovered that a moving bar in a 
magnetic field could be made to gener- 
ate an electric current, which is the basis 
of present large generators. Faraday 


also showed that a fluid with high elec- 
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writers, including the undersigned, as may lawfully offer the securities in such State. 


Lehman Brothers 


Eastman Dillon, Union Securities €&¥ Co. 


Merrill Lynch, Pierce, Fenner €&% Smith 
Stone €* Webster Securities Corporation 


The First Boston Corporation 
Glore, Forgan €¥ Co. 
Kidder, Peabody €¥ Co. 
Carl M. Loeb, Rhoades € Co. 
Smith, Barney €9 Co. 
Incorporated 


White, Weld €% Co. 


Paribas Corporation 
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Hydrogen-oxygen fuel cell undergoes load test in Detroit Edison plant as author William 


Meese looks on. 





trical conductivity such as mercury 
could produce electric power when 
forced through a magnetic field. A de- 
vice using a fluid conductor in a mag- 
netic field to produce electric current is 
a magnetohydrodynamic (MHD) gene- 
rator. 

Interest in MHD generators stems 
from recent research that shows highly 
ionized gas with relatively high electri- 
cal conductivity can be produced at tem- 
peratures of 4,000°-6,000°F. with the 
addition of a small amount of alkali 
metal such as potassium. This high tem- 
perature gas is commonly referred to 
as a plasma or fluid by scientists. Be- 
fore this discovery, it had been believed 
that much higher .temperatures were 
necessary. Even so, containment of gas 
at 5,000°F. for any appreciable time is 
virtually impossible with present mate- 
ials and knowledge. 

In operation, the hot ionized gas or 
plasma travels through the magnetic 
field of the MHD generator and past 
electrodes in contact with the gas. The 
electric current and voltage generated is 
proportioned to the intensity of the 
magnetic field, the gas velocity, the con- 
ductance of the gas and other factors. 
For the generator to operate properly, 
the gas velocity must be in the range 
of 3,000 to 4,000 miles per hour. This 
requirement raises a host of other prob- 
lems such as the erosive effect on mate- 
rials in the gas passages. The attractive 
feature of the MHD generator is the 
possibility of high thermal efficiencies 
in the range of 50% to 60%. 

In spite of the considerable difficul- 
ties involved, experimental MHD gen- 
erators have been built and operated. 


The largest unit reported has produced 
10 KW of direct current power for a 
period of about four minutes. Before 
practical MHD generators become avail- 
able a great amount of basic research 
must be done on high temperature mate. 
rials for the electrodes, gas passages, 
heat exchangers and many other parts. 
It would appear that the availability of 
MHD generators for practical use on 
power systems is at least 15 to 20 years 
away. 

To summarize, thermoelectric genera- 
tors and fuel cells may find some prac: 
tical commercial applications — within 
five years. Thermionic and MHD gene- 
rators for commercial use are much 
farther in the future. The use of thermo- 
electric devices, fuel cells and, to a lesser 
extent, thermionic generators for mili- 
tary and space exploration applications 
is possible now. The new power sources 
are not expected to exert any appreci- 
able effect on present methods of gener- 
ating large blocs of electric power for 
many years in the future. 


A AA 


New Common Trust Funds 


The following Common Trust Funds 
should be added to the lists previously 
published by TRUSTS AND EsTATEs (start- 
ing date shown parenthetically) : 

Bank 
Liberty National Bank & Trust 

Co., Oklahoma City (6-1-60) CS & FI 

Midland National Bank, Minne- 


Type 


apolis (9-30-60) CS & FI 
First National Bank, Minne- 
apolis (11-1-60) CS & FI 


First National Bank, Little Rock 
(2-1-41). D 


Key: CS—Common Stock ; FI—Fixed Income; D— 
Discretionary. 


TRUSTS AND ESTATES 
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Oils Top List of 
Fourth Quarter Favorites 


The oils took over top position as the 
favorite purchases of fund managements 
during the final quarter of 1960. Ac- 
cording to the regular survey of the 
quarterly portfolio activities of 100 
closed and open-end investment com- 
panies, published by this writer in Bar- 
ron’s, the oils dislodged the electric utili- 
ties from the number one spot, held by 
the latter for some time, with buying 
transactions almost double their sales. 
The resurgence of interest in the oils 
had been noted during the previous 
September quarter. Opinion was cur- 
rently divided on the utilities, although 
activity was maintained at a fairly active 
tempo. 

The liquid position of the 100 com- 
panies on an individual fund basis 
weakened somewhat from that at the 
end of September with 28 increases in 
cash and equivalents offset by 42 de- 
creases. In the remaining portfolios, 
liquidity was altered insignificantly. 
Next to the oils, management favored 
the electronics and electrical equip- 
ments, the newer glamour issues for the 
most part out in front with Texas Instru- 
ments leading the parade. Chemicals 
again filled the third slot followed by 
the non-ferrous metals where the alumi- 
nums received the major play. Drugs 
were still liked, but selling was catching 
up with the buying while the bullish 
contingent, although still in control, 
was retreating in the natural gas divi- 
sion. The foods and retail stocks con- 
tinued on the list of top ten favorites 
and were currently joined by the build- 
ing as well as the industrial equipment 
shares. 

Not too much enthusiasm was shown 
for the banking equities and not a single 
major New York City institution was 
favored on balance by buyers. Trans- 
actions were indecisive in the auto and 
parts division with the bears taking over 
in both General Motors and Ford. The 
steels and rails were relatively neglected 
with over-all transactions about evening 
out on either side of the market. 
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Group Securities Abandons 
“Single Industry” Concept 


In 1948 a handsome buff-colored 
brochure was introduced to the profes- 
sional investment fraternity by Group 
Securities carrying the following on its 
cover page: “A Suggestion Addressed to 
Trustees, Trust Officers, Executors, In- 
vestment Committees, Treasurers and 
All Other Managers of other people’s 
Money-for the handling of medium-sized 
and smaller Investment Accounts.” The 
nub of ‘the suggestion’ was set forth in 
two paragraphs, in particular: “Since the 
millenium has not arrived there is as 
yet no substitute for sound investment 
judgment on the part of the investment 
manager himself. He alone is in a posi- 
tion to select the kinds of investment 
suited to the requirements of each par- 
ticular account and the proper propor- 
tions of each. But there is no reason, in 
this day and age, why he cannot execute 
that judgment equally well on all ac- 
counts irrespective of size.” The other 
paragraph describes ‘A New Technique’ 
— “On the following pages are listed 
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22 types of investments each of which 
permits the ownership of many securi- 
ties of the specified type in the form of 
one security. With selections from these 
22 types the investment manager can 
meet the requirements of virtually every 
different type of investor; can shift the 
investment account to adjust for changes 
in the investor’s requirements (or to 
meet changes in the economic outlook) 
maintaining at all times a sound diversi- 
fication irrespective of the size of the 
account.” 

As recently as its prospectus of March, 
1960 Group still described its purpose 
as one of “personalized investing.” For 
this reason, the prospectus states, it 
“has offered, since its organization in 
1933, management through not one, but 
a variety of mutual funds, each with a 
specific and clearly stated purpose ..... 
you can fit your investments to your per- 
sonal objectives .. .” 

Today there are left 14 single indus- 
try funds, but, according to Group’s 
President, Herbert R. Anderson, there 
has been a rather steady decrease in 











FOUNDED 
1936 


AFFILIATED 
FUND 


Investment objectives of this 

Fund are possible long-term 

capital and income growth for 
its shareholders. 


ATLANTA CHICAGO 





A Common Stock Investment Fund 


< 


Prospectuses on request 


Lorp, ABBETrT & CO. 
63 Wall Street, New York 


LOS ANGELES 





AMERICAN 
BUSINESS SHARES 


A Balanced Investment Fund 


Company invests in a portfolio 


balanced between bonds and 
preferred stocks selected for 
stability, and common. stocks 


selected for growth possibilities. 


SAN FRANCISCO 
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I ROWE PRICE 
GROWTH STOCK 
FUND, INC. 


BALTIMORE 
MARYLAND 


OBJECTIVE: Possible long term 
growth of principal and income. 


OFFERING PRICE: Net asset 
value per share. There is no 
sales charge or commission. 


REDEMPTION PRICE: Net 
asset value less 1%. 



















Prospectus on request 
Dept. T 


10 Light St. Baltimore 2, Md. 











GROWTH 
INDUSTRY 
SHARES, Inc. 


—a common stock investment 
company—investing in 

stocks selected for possible 
long-term growth. 


.» 
Priced at Asset Value per share plus 3% on 
investments under $2,000, and down to 1% 
on investments of $25,000 or more. 


Ask for a free prospectus 
describing the Fund—reviewing its 
objectives, its record, its invest- 
ments, and offering its shares. 


e 
o 
7 
s 
. 
7 
. 
7 
. 
. 
® 
® 
o 
* 
. 
2 
. 
s 
a 
a 
s 
7 
. 
s 
a 
® 
. 
7 
7 
2 
. 
. 
2 








Growth Industry Shares, Inc. 
Suite 1000,6 North Michigan Avenue 
Chicago 2, Illinois 


Without obligation please send me a copy 
of the Prospectus describing your Fund. 
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the shares outstanding for a number of 
years reflecting a decline in their use 
as investors turned more to the use of 
“cross-sectional” funds. It appears that 
the funds were not used in a profes- 
sional manner as contemplated, but by 
dealers as “an opportunity.” They were 
bought for the short-term pull when the 
particular security group was down. 
Now, according to Mr. Anderson, this 
does not work out so well, primarily 
for two reasons. The first is that there 
tends to be less cyclical variations in 
industry and secondly the individual 
companies are very often less volatile 
cyclically because they have diversified 
their product mix. 


The management has therefore pro- 
posed to shareholders that 12 of the 
single industry funds be merged with 
the Common Stock Fund (Petroleum 
Shares and _ Aviation-Electronics-Elec- 
trical Equipment Shares will retain their 
identity), and two specialized bond 
funds with the General Bond Fund. If 
the shareholders in each one of the 
groups approve and all exchange their 
stock, Group Common would have as- 
sets approximating $125 million; the 
other funds in the complex total $50 
million. Bache and Co. and Kidder, Pea- 
body and Co. are at the same time head- 
ing a nation-wide group of security 
dealers with a special offering of Group 
Common shares extending to March 3rd. 
This will promote the revised Group 
setup and insure against the attrition 
quite naturally to be expected by re- 
demptions on the part of non-assenting 
shareholders. 


Any securities which will not fit with- 
in the basic nature of policy of the Com- 
mon Stock Fund — by reason of qual- 
ity, current return or price position — 
will be sold and the proceeds invested 
in appropriate issues. On page 4 of the 
proxy material the brokerage on these 
transactions is held out as bait for those 
dealers who “produce” in the Kidder- 
Bache deal. 


Reactions to the proposals have been 
mixed. The feeling has been expressed 
that this is the exact antithesis of the 
professional approach. Mr. Anderson 
avers that all is well if the majority sub- 
scribes to the plan. But is this the in- 
dividual personalized approach that has 
been emphasized in his literature for a 
quarter of a century? What happens to 
the investors who placed $14 million in 
the steel group during the fiscal year 
ending last November? To force them 
to scuttle their investment when steels 
are scraping the bottom of the market 


and forfeit the 814% selling commis. 
sion, too, is just not what one would 
expect of a manager of other peoples 


money. 


Funds’ Net Sales 


Decreased 16% in 1960 


The net sales of mutual funds to the 


public 


(gross less redemptions) de. 


creased 16‘¢ during 1960 from the total 
for the preceding year according to the 
official figures published by the N.ALC. 


Gross sales of $2,096 million were down 


8% 


from 1959’s volume of $2,280 mil. 


lion. It is difficult and hazardous to 
speculate as to the reasons for the de. 
crease in sales and increase in redemp- 
tions as the trade association does not 
disclose the breakdown of its statistics 
either as to type of fund or method of 
distribution. In fact, the industry sees 
nothing disturbing about the increase in 
redemptions since their ratio to average 


assets was 5.1% 


in 1960 as contrasted 


with 5.4% in 1959. George A. Mooney, 


executive director of 


the 


N.ALLC, 


stated in mid-January that “the con- 
tinued low redemption ratio in a period 
of generally unsettled market conditions 


such as 1960. indicates 


tha 


t mutual 


fund shareholders are for the most part 
long-term investors unconcerned over 
short-term market fluctuations.” In addi- 
tion, he pointed out that “a gradual in- 
crease in dollar amounts of redemptions 
can be expected in coming years as in- 
vestors who purchased shares 10 and 15 
or more years ago reach their invest- 


ment objectives.” 


This type of “ostrich-like” explana- 


tion does neither the industry nor the 
investor any good as the net sales or 
“cash in-flow” to the funds continues to 
decrease. What is needed is a reassess- 
ment of distribution methods, with par- 
ticular emphasis on present day trends. 
While paying lip service to a more pro- 
fessional approach, it has been suggest- 
ed in not a few quarters that in the 
press for volume, distribution has been 
downgraded to the lowest level of the 
selling of intangibles. The quarterly 
figures for sales and redemptions indi- 


cate how sales have fallen ofi each quar- 


ter during 1960: 


Mutual Fund Sales and Redemptions 
(millions of dollars) 


1960 
Sales Redemps. 
tet qu. ...:. : 619 220 
2nd qu _.. 504 = 225 
38rd qu _.... 492 204 
4th qu 481 193 
2,096 842 


1959 
Sales Redemps- 
600 198 
554 229 
585 186 
541 172 
2,280 785 
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PORTFOLIO PRINCIPAL PERFORMANCE INCOME 
—_—— Y se (100): Bid Price 6/30/50 
For detailed explanation as to lost Base (100) /30/ ae 
election and interpreation of ividend 7% on 
) the ihe see July 1959 issue, p. 690. % common stocks, reap aver. month-end 
de. lower grade bonds & 6/30/50 to 1/31/61 offerin : 
Bid& Bid =, 
total maine Pre-War 1/31/61 Cap. only Last 5-Yr. 
) the Recent 5-Yr. range | 12/30/39 Low High Distr. 12 Mos. Avg. 
LC, —— 
lown § BALANCED FUNDS 72.3 95.6 208.0 | 207.1 162.2 8.26 3.31 
mil. | American Business Shares —... 57.7 59.5 48.6 12.4 915 1590 159.0 111.6 3.39 3.48 1 
s to 9 Axe-Houghton Fund “A” _. 58.5 64.3 49.4 63.1 96.3 206.0 203.9 133.9 222 272 *2 
a ner ST 721 Ti Giz 55.5 95.9 219.2 219.2 168.9 2.79 2.92 8 
hj ees Fane S62 72:2 64.31 69.4 95.5 225.0 223.1 170.8 3.038 2.89 4 
“Mp: 5 Commonwealth Investment Co. Gaz 42 Gu 57.6 84.0 210.4 210.4 171.6 2.93 2.99 5 
not § Diversified Investment Fund, Inc. -.. 66.8 74.3 63.7 — 88.0 2138.1 213.1 164.8 3.64 3.87 6 
stics 7 Eaton & Howard Balanced Fund 64.4 70.9 59.9 67.0 96.3 207.0 207.0 173.8 3.15 2.97 7 
d of 8 Fully Administered Fund (Group Securities) —. 73.2 78.9 68.3 87.0 96.4 168.8 166.0 134.1 3.93 3.81 8 
9 General Investors Trust 60.5 80.7 55.4 91.7 97.2 206.1 206.1 144.9 3.76 3.76 9 
Sees 10 Investors a aaa NA NA NA —- 96.3 198.9 198.9 177.7 3.29 3.46 10 
e in 11 Johnston Mutual Fund 79.1 79.9 56.4 — 96.6 261.0 261.0 214.1 2.23 2.85 11 
rage 12 Massachusetts Life Fund@ 60.5 69.2 58.0 — O72 1661 185.8 165.8 3.14 3.10 12 
sted 13 National Securities—Income series —_--.----.----. 85.6 91.8 83.0 — 96.8 188.3 180.2 144.3 459 4.79 18 
. 14 Nation-Wide Securities 62.4 544 62.3 82.3 97.2 189.1 189.1 151.0 3.438 3.47 14 
ney; 15 George Putnam Fund 744 744 63.3 83.5 97.5 247.1 247.0 196.4 2.76 2.99 15 
.C,, 16 Scudder Stevens & Clark Balanced Fund —_... 67.9 67.9 58.7 74.6 97.38 187.6 187.0 147.2 3.11 3.09 16 
con- 11 Shareholders Trust of Boston 57.3 172.9 49.0 — 968 2215 221.5 161.1 3.55 3.63 17 
riod 18 Stein Roe & Farnham Balanced Fund — 60.7 64.8 51.6 — 96.8 254.6 | 253.5 198.0 2.92 2.79 18 
lacie 19 Wellington Fund __... 62.6 68.0 57.8 70.9 97.8 206.7 206.7 162.6 3.11 3.18 19 
—) oo 52.9 58.0 50.4 — 958 2041 | 202.9 151.5 | 358 3.54 20 
part FLEXIBLE FUNDS 73.38 95.8 253.1 250.2 192.4 2.88 3.06 
over’ | 21 Broad Street Investing Corp. 88.1 88.5 177.3 65.1 93.7 284.8 | 281.0 2285 | 3.33 3.46 21 
ddi- 2 Delaware Fund 87.0 94.3 84.3 69.3 95.38 242.8 242.8 168.4 2.68 2.89 22 
| in- 2 Dreyfus Fund 83.0 99.9 52.7 — 96.6 412.4 412.4 342.3 1.97 1.96 23 
ions 24 Fidelity Fund 85.5 96.2 80.2 — 95.4 302.4 300.6 239.0 2.81 3.05 24 
te 2 Institutional Foundation Fund _. 78.3 885 178.3 — 95.5 2438.3 243.3 180.3 3.49 3.81 25 
ace’ % Knickerbocker Fund 94.1 95.5 68.0 | 101.0 96.4 194.6 | 183.7 1216 | 3.18 3.34 26 
d 15 27 Loomis-Sayles Mutual Fund 69.9 69.9 49.5 60.5 96.6 192.2 192.0 1387.2 3.08 3.07 27 
vest- 28 Mutual Investment Fund 80.1 84.0 55.8 74.6 95.7 184.3 179.6 133.5 2.95 2.97 28 
29 New England Fund —.... 61.9 66.8 53.2 78.4 97.2 183.6 183.5 135.7 3.87 3.48 29 
30 Selected American Shares 91:1 876 82.1 74.0 94.3 257.7 252.1 168.9 2.60 2.89 30 
ana- 31 Sovereign Investors 95.5 97.7 91.3 98.3 98.2 284.6 271.5 242.4 3.44 3.58 31 
the 32 State Street Investment Corp. 90.7 93.9 81.2 56.8 95.3 228.1 228.1 145.4 2.388 2.45 32 
— 33 Wall Street Investing Corp. wae 83.7 88.2 80.6 — 96.1 2820 282.0 257.9 2.65 2.87 33 
al 34 Wisconsin Fund, Inc. 86.5 98.6 177.4 54.8 95.4 250.5 | 250.5 192.8 2.41 2.95 34 
wou COMMON STOCK FUNDS 65.3 94.7 326.9 | 316.8 248.4 | 2.62 2.77 
el 35 Affiliated Fund* 88.4 89.9 84.5 61.0 93.6 248.7 | 248.5 181.3 3.07 3.26 35 
nds. 36 Bullock Fund 87.5 88.5 176.7 68.0 94.6 280.4 280.1 202.7 2.79 2.75 36 
pro- 37 Dividend Shares 91.0 91.0 81.6 735 986 2524 252.4 200.1 282° 2.97 387 
gest- | 38 Eaton & Howard Stock Fund 98.9 89.9 78.3 62.2 95.2 323.3 323.1 282.6 2.45 2.41 38 
the 39 Fundamental Investors 98.0 99.2 96.7 54.5 94.4 307.8 302.9 248.8 2.35 2.63 39 
40 Group Securities—Common Stock — 98.8 99.1 90.4 — 95.1 245.0 242.4 187.6 4.06 4.33 40 
been 41 Incorporated Investors 82.4 98.0 82.4 59.8 96.6 326.8.] 307.6 209.1 2.00 2.22 41 
the 42 Investment Company of America 745 95.5 174.5 64.1 94.1 314.4 313.6 214.6 2.38 2.44 42 
terly 43 Keystone Growth Common (S-3) NA NA NA 71.7 97.4 356.6 342.9 224.5 1.98 2.18 43 
cal 44 Massachusetts Investors Growth Stock Fund —. 99.7 99.7 92.9 69.6 94.7 427.3 | 427.1 363.4 1.60 1.69 44 
45 Massachusetts Investers Trust 99.6 99.7 97.3 76.6 95.38 332.6 330.0 296.4 3.00 3.10 45 
juar- 46 National Investors —. 97.2 99.3 96.4 57.6 92.7 399.7 399.7 314.9 1.66 2.05 46 
7 National Securities—Stock Series —..._-_»___ 98.3 98.9 93.9 — 93.6 247.0 232.0 176.7 4.23 4.33 47 
48 T. Rowe Price Growth Stock Fund — 86.6 87.8 72.1 — 946: £716 470.8 388.0 1.82 2.01 48 
ons 49 Scudder Stevens & Clark Common Stock Fund_. 96.5 99.2 91.6 — 945 308.6 307.8 250.7 2.52 2.58 49 
30 United Income Fund 93.5 97.2 89.3 — 95.4 288.2 288.2 233.1 3.19 3.33 50 
mps: 500 STOCK INDEX (Standard and Poor’s)® _. — — — 70.7 943 350.3 349.2 oo oo —_ 
8 CONSUMERS PRICE INDEX (B.1.S.)9 —_-_ — — 58.5 100.0 125.2 —_ — —_— = 
} a 
6 n—Adjusted to June 30, 1950 base; *—Leverage operated until 2nd quarter 1950; Italics indicate ex-div. or high or low price reached during current month. 
2 a—Asset value subject to final audit; NA—Not available. 
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MOODY’S INVESTORS YIELD TABLE 
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Baa Rated Long Term —._____._ % 5.10 5.10 5.35 5.37-4.97 6.32-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
3. Tax Exempt Bond Yields 1 
Aaa Rated Long Term -___.._._.. - I 3.16 3.11 3.47 3.55-2.99 3.65-1.28  1.98-0.90 1.84-0.93 2.81-1.56 (d) (d) 
Aa Rated Long Term _..._>_-_->S—s«é, 3.38 3.35 3.71 3.76-3.26 $.81-1.387  2.21-1.04 2.11-1.21 $.02-1.78 (d) (d) ; 
A Rated Long Term —...__.__.______. & 3.65 3.61 4.01 4.06-3.55 4.03-1.72 2.64-1.28 2.49-1.49 3.29-2.11(d) (d) 
Baa Rated Long Term —_...._>EEEes—si 4.09 3.98 4.41 4.46-3.93 4.51-1.98 3.05-1.57 2.94-1.80 3.71-2.60(d) (d) 
4. Preferred Stock Yields ° 
Industrials—High Dividend Series | 
High Grade % 4.67 4.70 4.82 4.82-4.58 4.85-3.80 4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
Medium Grade -___._. % 4.89 4.99 5.23 5.31-4.89 5.60-4.45 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Dividend Series 
Ren Geete sensi “Go 4.42 4.44 4.63 4.68-4.34 4.67-83.45  3.92-3.27(e) (e) (e) (e) 
Medium Grade _......._.__. x 4.73 4.76 4.95 4.98-4.66 5.16-3.80  4.20-3.52(e) (e) (e) (e) 
Utilities—Low Dividend Series 
High Grade _...__...... peaicy ho 4.74 4.87 4.95 5.06-4.70 5.12-3.77  4.24-3.40(e) (e) (e) (e) 
Medium Grade —......_. =. % 4.98 5.00 5.25 5.30-4.94 5.34-4.17 4.65-3.69 (e) (e) (e) (e) 
5. Common Stocks 
125 Industrials—Prices (g) —_ __ $186.00 175.22 178.05 186.00-164.91 196.07-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81 (f) 
125 Industrials—Div. (g) —._____ 6.01 6.01 6.04 6.06-6.00 6.01-4.13  4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16(f) 
125 Industrials—Yields _...._---- ss % 3.23 3.43 3.39 3.66-3.23 6.79-2.96 7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19 (f) 
(a)—U. S. Govt. Bond Yields in this series date from Jan. 5, 1943. (f)—125 Industrials Averages date from Jan. 1, 1929. 
(b)—U. S. Govt. Bond Yields in this series date from April 15, 1953. (g)—Dollars per share. 
(e)—U. S. Govt. Bond Yields in this series date from Feb. 15, 1955. 
(d)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. Note: To facilitate comparisons between the three charts above, all yields 
(e)—Low Dividend Preferred Yield Averages in this series date from have been placed on the same inverted arithmetic scale which appears 


Jan. 2, 1946. ; on the left side of each chart. 


*Revised. Medium grade, high dividend series preferred stock yields for Oct., 5.14; Sept., 5.16. ; 
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ECAUSE MUCH OF THE LIFE INSUR- 
Bin purchased for business rea- 
sons is earmarked to fund buy and sell 
agreements between the owners of a 
business. insurance men are especially 
interested in finding practical ways to 
set a fair and acceptable price for each 
man’s share. Often a delicate problem, 
this can become especially difficult when 
one man is running the business and the 
other owners are contributing capital 
but little work. 

I’m indebted to a general agent who 
reads this column for an example of how 
one such top-heavy situation was leveled 
out. 

The president and active head of a 
small manufacturing concern owns a 
third of the corporation’s stock. Two 
men who furnished most of the initial 
capital also each own a third. They take 
only a nominal responsibility for the 
management of the business, and draw 
small salaries in lieu of dividends. 


Early in their discussion of a buy and 
sell agreement, recommended as the only 
means of keeping their heirs out of the 
business, the president set up a require- 
ment of his own that, for a time, stopped 
negotiations cold. 

“If I die,” he told his associates, “I 
want my family to get $60,000 for my 
stock, and I won’t agree to their selling 
for a dollar less. But if the corporation 
has to buy the stock either of you own, 
the price is to be $20,000 — and I won’t 
agree to a dollar more.” 

“George,” one of them said, “we 
know you built this business, that you're 
running it, and that you’re responsible 
for the profits we’re making — but that 
isn’t to say your stock is worth a dollar 
more than Henry’s and mine.” 

He went on to say the price of a share 
of stock “should be based on the value 
of the business, after all management 
and other costs have been paid.” Then 
he added, “You're entitled to more sal- 
ary — and as you know, we're both 
agreeable to your taking it.” 


The president said more salary wasn’t 
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the answer. “I’m drawing enough to live 
on comfortably,” he told them, “and I 
don’t see any point in taking more sal- 
ary, just to pay half of it out in taxes. 
What I’m after is, if I sell out or die, I 
want to be sure of cashing in on what 
I’ve been able to do with the business.” 

“Fair enough,” he was told, “but you 
can get what you want without inflating 
the value of your stock.” 

Here’s how it was finally arranged, 
with the aid of the attorney: 

1. The price of the stock was set by 
formula (present value of each man’s 
holdings $20,000), and they went ahead 
with an agreement that the corporation 
would buy the stock of any one of the 
three that died. 

2. The president was given a de- 
ferred compensation agreement calling 
for the payment of $40,000, in five an- 
nual installments of $8,000 — to him 
after retirement, or to his family if he 
dies in the meantime. The amount in- 
volved is to be reviewed annually, and 
adjusted proportionately to any change 
in value of the stock. 

The purchase agreement was funded 
with three straight life policies of $20,- 
000 each. The president’s deferred com- 
pensation was backed up (though not 
tied to) a $40,000 key man policy on 
the life paid-up at 65 plan. Total annual 
premiums for these policies amounted to 
$3.700. 

The president, if he lives, will get his 
$8,000 a year at a time when he’s likely 
to be in a much lower income tax brack- 
et; and the plan should work out well 
for the corporation, too. 

If the president dies before he’s 65, 
the corporation will get $40,000, income 
tax-free. The pay-out to his family, how- 
ever, will be deductible; so $8,000 for 
five years will cost only $19,200, if there 
is no change in the present 52 per cent 
tax rate. This would leave the corpora- 
tion with a net addition to surplus of 
around $21,000. 

If the president lives to retire, the 
corporation will own a fully paid-for 


policy of $40,000. It can then hold the 
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policy, or take a cash settlement equal 
to (possibly more than) its total pre- 
mium investment. 

Live or die, its pay-out obligation re- 
mains at $19,200. 


Higher Education 
Comes High 


| DON’T KNOW WHAT PERCENTAGE OF 
college undergraduates are pointing 
for careers in medicine; but if it’s as 
dangerously low as it’s said to be, cost 
could be a good part of the answer. 

The Association of American Medical 
Colleges estimates the cost of the re- 
quired four years of graduate study: for 
a single student, $9,840; married, but 
no children, $11,060; wife and one child 
$13,080. All told, by the time a young 
doctor is ready to practice, the invest- 
ment in his professional education will 
probably exceed $20,000 — and if col- 
lege costs increase as much as it is said 
they will over the coming decade, this 
figure could average out at around 
$30,000. 

The father who can afford to finance 
any considerable part of a son’s profes- 
sional career is usually in a fairly high 
income tax bracket, himself — a fact 
which both emphasizes and increases the 
importance of planning considerably in 
advance of the actual need. 

At least two of the life insurance com- 
penies have announced new forms of 
educational insurance, designed to give 
some practical help to the father who is 
trying to plan ahead. One approach is to 
make available the loan values of exist- 
ing or new policies, for financing col- 
lege costs, by adding a rider that will 
repay loans, at the death of either the 
student or the insured; this is combined 
with a schedule of loan repayments that, 
in effect, spreads the cost over a number 
of years. The other company is combin- 
ing a special endowment policy with a 
prearranged bank loan. 

While neither plan offers anything for 
nothing, both are imaginative innova- 
tions that will doubtless be followed by 
similar announcements from other com- 
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How do you 
put a price 
on “yntangibles”? 


How much for the good will built into a 
small corporation, partnership or enterprise? 
How valuable are patents, rights, franchises, 
etc., in the settling of an estate? 


Theve’s no easy answer. But the best 
answer is an objective, impartial appraisal 
by a firm with years of experience in the 
valuation of intangibles. 

A report from The American Appraisal 
Company brings you the benefit of more 
than 60 years of valuation experience. It 
expresses judgment only after careful analy- 
sis and summarizations of the pertinent facts. 
Its conclusions are fair to all and will com- 
mand respect by the probate court and the 
tax authorities. 
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Home Office: Milwaukee 1, Wisconsin 
Offices in 18 Cities Coast-to-Coast 
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- state knows a state—and First 
National, one of Arizona’s 
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ing with Arizona’s booming 
economy since 1877. First 
National is geared to banking 
for all Arizona — mining, 
farming, ranching, and in- 
dustry. Write, wire, or phone 
our Industrial Development 
Department for the latest, 
most complete information 
about Arizona’s economy. Try 
First National first! 


Home Office, Phoenix * BR 1-6000 
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panies. Certainly, this is an area of 
sound estate planning where active sales 
emphasis by the life insurance compa- 
nies can’t miss doing a lot of good. The 
important thing is not so much how col- 
lege costs are to be financed, but, rather, 
to find ways of spreading these expenses 
over a considerable number of years. It 
is becoming increasingly difficult, may 
soon be impossible, for the average fath- 
er to meet these costs out of current in- 
come. 


Why Companies Sell 
Term Insurance 


| HAVE A LETTER FROM A MAN WHO 
asks: “If buying term insurance is 
the mistake your articles either state or 
infer it to be, why do all life insurance 
companies sell term — and some of them 
nothing else but term?” 

It’s a fair question, though I’d like to 
unload it in two places before I attempt 
an answer. 

First: I don’t believe I’ve stated that 
buying term insurance is a mistake, per 
se. What I have said is, I think it’s a 
mistake to buy term insurance to do a 
job that permanent life insurance will do 
more certainly, better, and in the long 
pull for less money. 


Second: Except for those companies 
that are exclusively in the group, rein- 
surance, or credit insurance fields. I 
know of none that sells “nothing else but 
term.” 


With that much understood, I’d say 
that life insurance companies sell term 
insurance, in many different forms, for 
the reason that it is the simplest, most 
practical, and least expensive way to 
provide death benefits — when this pro- 
tection will be needed only for a limited 
number of years. 

Most of these temporary needs are 
rather obvious, but they include: money 
to pay off the balance of a mortgage, or 
other reducing debt; additional family 
income, if a father dies before his chil- 
dren are grown and educated (the so- 
called family income provision is one of 
the most widely used services offered by 
life insurance) ; income for a widow, if 
her husband dies after the children are 
18 and before she is old enough to pick 
up her social security pension; and the 
additional coverages on wives and chil- 
dren offered by the relatively new fam- 
ily plan policies. 

Term insurance is also a possible out 
for the man who needs more permanent 
protection, but who can’t possibly pay 
for it. Here, unfortunately, we get into 
an area where the ground rules are not 
too well defined. I don’t know who first 





said he didn’t want to be a millionaire. 
he just wanted to live like one, but it’s g 
natural ambition — and one that some. 
times dictates the amount and type of 
life insurance a man buys. This is espe. 
cially apt to happen when he’s shown 
only the price tag per thousand. 

For example: at age 40, an annual 
premium of $500 will buy about $67,000 
of non-renewable five-year term insur. 
ance; or it will pay for approximately 
$36,000 of term that may be renewed to 
age 65. Between those extremes, there 
are many other term plans that offer pro. 
portionate death benefits for the same 
premium. If, however, the $500 is used 
to buy straight life at age 40, it will pay 
for a little less than $22,000 (in each 
instance, I’ve used the non-participating 
premiums of one company). 

If a man is trying to build an estate 
for his family, and if $500 a year is the 
maximum he can set aside for that pur. 
pose, then he’ll be apt to pass up the 
five-year term — even though he'd like 
them to have $67,000. He knows, or can 
easily find out, that at 40 his chances of 
being alive at 70 are excellent. But the 
term that runs to 65 is a different thing; 
$36,000 is 65 per cent more than 
$22,000. 


If he buys the term policy and lives to 
65, he'll have spent $12,500 to lease a 
$36,000 estate for 25 years. He'll have 
his receipts, but no cash and no more 
insurance. If he buys the straight life 
policy, he’ll have paid in the same $12, 
500, and the estate value will be only 
$22,000; but he’ll be able to continue 
after 65, if he wants to, and he'll have 
an equity of $10,760 if he needs it. 


Those are opposite-end choices; often, 
the best solution for an individual is a 
compromise — say $350 to $400 going 
into cash value-building straight life. 
with the remainder of his $500 being 
used to buy additional family income to 
beef up his estate if he dies soon. 


How to spend the money that can be 
put into life insurance is frequently 4 
difficult decision to make. By and large, 
however, the purpose of insuring is to 
put a floor under an estate; and it is im- 
portant to remember that the estate must 
support the builder if he lives to his re- 
tirement (as he probably will), in addi- 
tion to taking care of his family if he 
dies. 

If a man knows what he wants to ac- 
complish, and is fully aware of the 
chances he takes along the way — then, 
whther he buys all term, all straight life. 
or some combination of both, [’m cer: 
tainly in no position to say he’s making 
a mistake. 
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New Self-Employed Pension 
Bill by Keogh* 


The newest version of the Keogh Bill 
— officially titled the “Self-Employed 
Individuals Retirement Act” — em- 
braces a somewhat different approach 
than in prior Congresses. Instead of al- 
lowing the self-employed a limited tax 
deduction for amounts voluntarily set 
aside for their retirement either in re- 
stricted trusts or insurance or annuity 
policies, the present H. R. 10 adopts the 
general form of the Senate Finance 
Committee Bill of the 86th Congress 
which would have brought  self-em- 
ployed persons under existing legislation 
relating to non-discriminatory, tax-fa- 
vored private retirement plans by al- 
lowing them to be treated as their own 
employers and employees. 


The new Keogh Bill, however, makes 
anumber of important changes over the 
Senate draft: (a) It eliminates all pro- 
posed restrictions on corporate pension 
plans covering so-called “owner-employ- 
ees”; (b) it does not require a self-em- 
ployed person to include his employees 
under the plan unless they are more 
than three in number (excluding part- 
time or seasonal employees); (c) it 
modifies the severe limitations of the 
Senate bill on the amount of contribu- 
tions which can be made on behalf of 
owner-employees (i.e., sole proprietors 
and partners having more than a 10 
per cent interest in the business) ; and 
(d) it bases the self-employed individ- 
ual’s contribution on the amount of his 
“self-employment earnings” rather than 


on his “earned income” from the busi- 
ness, 


Other features of the pending Keogh 
Bill include the following: 


1. Where there are more than three 
employees and the plan covers any 
“owner-employee,” the employee’s rights 
must be nonforfeitable for the plan to 
qualify. 

2. There is no “stepped up” contribu- 
tion for persons over age 50 and no 
lifetime limit on contributions. 


3. Generally, contributions on behalf 
of the “owner employees” may not ex- 
ceed $2,500 or 10% of self-employment 
earnings, whichever is less. However, if 

ere are more than three employees and 
the plan covers “owner employees” as 
well as others, the basic contribution 
may be exceeded, so long as the same 
tatio of contributions to compensation 


Settee 


*Summary by Leslie M. Rapp, Chairman Advis- 
ory Committee to American Bar Association Com- 
mittee on Retirement Benefits; reprinted from 
Jan. 19, 1961 issue of ABA ‘Washington Letter.” 


applies to all persons under the plan 
on a non-discriminatory basis. 

4. Partners having no more than a 
10 per cent interest in the business are 
in general affected by the same rules as 
true employees. 

5. The plan cannot have a waiting 
period for employee coverage of more 
than three years (instead of five years 
as under qualified pension plans gener- 
ally). 

6. No benefits can be paid to an own- 
er-employee under the plan before he 
reaches the age of 5914 years, except in 
case of disability, and must commence 
not later than age 7014. 

7. Retirement benefits payable to a 
self-employed will be taxed as ordinary 
income as and when received, except 
that (a) in lieu of capital gain treat- 
ment lump sum payments after age 
5914, (and after at least five years cover- 
age) or on death or disability shall not 
be subject to tax greater than five times 
the increase in tax resulting from the in- 
clusion in gross income of one-fifth of 
the distribution and (b) distributions 
of $2,500 or more prior to age 5914 
shall be taxed at not less than 110 per 
cent of the liability which would have 
resulted had the distribution been 
spread over the taxable year and the 
four prior years. 


8. Retirement funds can be invested 
with a bank as trustee or used to pur- 
chase retirement annuities from an in- 
surance company. Alternatively, the bill 
permits the plan to provide for custodial 
accounts to be set up with a bank if the 
investment of the contributions and 
earnings is made solely in regulated in- 
vestment company stock and also allows 
the employer to purchase and distribute 
to his employees a special form of non- 
transferable U. S. bond redeemable after 
age 5914 or disability and providing 
for the payment of interest only upon 
redemption. Investment can also be 
made in face-amount certificates. 


A AA 


Mip-ConTINENT TRUST CONFERENCE 
IN DALLAS 


The 30th Mid-Continent Trust Con- 
ference, sponsored by the Trust Divi- 
sion of The American Bankers Associa- 
tion, will be held at the Baker Hotel, in 
Dallas, November 9 and 10. Host to the 
Conference will be the Dallas Clearing 
House Association. 

The Conference area covers Arkansas, 
Colorado, Illinois, Indiana. Iowa, Kan- 
sas, Kentucky, Louisiana, Michigan, 
Minnesota, Missouri, Nebraska, North 
Dakota, Ohio, Oklahoma, South Dakota, 


Tennessee, Texas. and Wisconsin. 
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N DISCUSSING THE CHAOTIC PROBLEM 
Li determining whether any given 
stock distribution received by a trust 
should be allocated to principal or in- 
come or apportioned between the two, 
this column in the December 1959 issue 
gave only scant attention to the possibil- 
ity of a partial solution of the impasse 
through a statutory provision retrospec- 
tive in nature. As it is now understood 
that the Commissioners on Uniform 
State Laws are seriously considering in- 
serting language to this effect in their 
proposed revision of the Uniform Prin- 
cipal and Income Act, it seems timely to 
consider the point at further length. For 
this discussion the writer has drawn 
rather freely on a note written by Asso- 
ciate Professor Lawrence P. King of the 
New York University School of Law for 
the current issue of Washington Univer- 
sity Law Quarterly and on an address by 
Dermod Ives, Esq., of the New York bar, 
delivered at the 1952 conference of the 
Trust Division of the New York State 
Bankers Association (published in T&E, 
Nov. °52, p. 851). 

The primary question is whether the 
application of a new rule of allocation 
of stock distributions to existing trusts 
would be constitutional. This in turn 
will depend upon whether the court feels 
that either the life beneficiary or the re- 
mainderman has a vested property right 
in the existing rule of such a nature that 
a change therein would operate to de- 
prive him of a property interest without 
due process of law. The Supreme Court 
of Pennsylvania in Crawford Estate’ 
concluded that the life beneficiary did 
have such a vested right while the Su- 
preme Court of Wisconsin in Will of Al- 
lis? reached an exactly contrary result. 

Does a life beneficiary have a present 
right to a future receipt to such an ex- 
tent that if it is now defined by statute 
or court decision to be income it cannot 
in his case be changed by subsequent 
action of the legislature and denomin- 
ated principal? An analogy with other 


1362 Pa. 458, 67 A. 2d 124 (1949). 
26 Wis. 2d 1, 94 N.W. 2d 226 (1959). 
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RETROACTIVE RULES FOR ALLOCATION OF 
STOCK DISTRIBUTIONS 


similar legal situations would seem to 
indicate a negative answer. There are 
many instances where the rules of ad- 
ministration may be changed during the 
existence of a trust without constitution- 
al objection. In fact in a number of these 
cases a contrary holding would make 
trust administration a perpetual night- 
mare. 

The first and most obvious of the rules 
of administration that may be changed 
at will by the legislature is that relating 
to the investment of trust funds. So far 
as the writer is aware, in the few cases 
in which the argument was made that 
the statute or rule of court controlling 
trust investments which was in effect 
when the trust was established applied 
throughout its existence, this argument 
has been turned down. Scarcely a year 
passes that some state legislature does 
not amend its trust investment statute in 
minor or important respects. The bene- 
fits arising under the prudent man rule, 
now so widely adopted, would have been 
quite insignificant if it had been held to 
apply only to trusts arising after its en- 
actment in each jurisdiction. As a prac- 
tical matter, no trustee could possibly be 
expected to apply a detailed investment 
statute, existing at the inception of his 
trust, throughout its administration. Is 
there any reason to feel that a life bene- 
ficiary has a greater vested right to the 
future receipt of something now called 
“income” than a remainderman would 
have to require his trustee to limit him- 
self to investments now called “legal”? 

Secondly, there is the matter of com- 
pensation. It has been uniformly held 
that whenever the legislature makes any 
changes in the commissions of fiduci- 
aries they apply to existing as well as to 
future trusts. Statutory increases in com- 
pensation would not be of much help to 
fiduciaries — in fact they would be 
downright unrealistic — if they had ap- 
plication only to trusts to be established 
later. Neither a life beneficiary nor a re- 
mainderman will be heard to complain 
that he has a vested right not to have his 
income or principal diminished to pay 
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his fiduciary a greater amount than was 
permitted when the trust was created, 
And yet a higher rate of income com. 
missions obviously reduces the number 
of dollars which a beneficiary may have 
come to expect as his proper income and 
thus adversely affect the “vested right” 
in such income which was found to be 
present by the Pennsylvania court. 

Trusts in New York are of the spend. 
thrift type and prior to 1908 there was 
no way by which the income could be 
reached by a creditor. In that year the 
legislature authorized the levying of 
execution against trust income to the ex- 
tent of 10% thereof. An aggrieved life 
beneficiary argued that this new provis- 
ion deprived him of his constitutional 
right to the full income. This assertion 
was flatly turned down by the Court of 
Appeals.* 

Perhaps the most persuasive analogy 
is in the case of mortgage salvage opera- 
tions. Although the leading case which 
arose in New York dealt with the very 
special legal development of the subject 
there, it is of national interest because 
the decision of the New York Court of 
Appeals was affirmed by the Supreme 
Court of the United States. 

The lower New York courts devel- 
oped certain rules in connection with 
cases where trustees had to foreclose 
mortgages during the depression, had to 
manage the properties for what often 
proved to be an extended period, and 
then sold them. The decisions held that 
during this salvage period income should 
accrue to the life tenant on an annual 
basis at the rate reserved in the mort- 
gage. Upon the sale of the property the 
proceeds were to be divided between in- 
come and principal in the proportion 
that the annual accumulations of “inter- 
est” (less any payments on account 
thereof to the life beneficiary) on the 
one hand and the face value of the mort- 
gage (plus foreclosure and similar ex- 
penses) on the other bore to the sum of 
these two items. Meanwhile, the trustee 


3Brearley School v. Ward, 201 N.Y. 358, 94 N.E. 
1001 (1911). 
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in his discretion could pay net income, 
if any. to the life beneficiary. This most 
trustees hesitated to do since there was 
no knowing how much might ultimately 
be allocable to the life tenant and the 
trustee would have been liable to sur- 
charge for any overpayment to him. The 
situation was so unfair to beneficiaries 
entitled to income that a group of trust 
company officers and their counsel took 
the matter up with a committee of the 
Surrogates Association. Remedial legis- 
lation was recommended and the bill 
drafted as a result of this consultation 
was enacted by the legislature in 1940. 


The new statute provided that a trus- 
tee could pay the life beneficiary out of 
net income earned during the salvage 
period up to 3% of the face value of a 
mortgage which had been foreclosed 
without fear of surcharge if upon com- 
pletion of the salvage the beneficiary was 
found to have been overpaid. The trust 
companies selected Matter of West* as a 
test case. The special guardian represent- 
ing contingent remaindermen argued 
that the 3% provision might deprive his 
wards of property which, upon comple- 
tion of the salvage and absent the stat- 
ute, would be theirs. Despite the fact 
that all the state courts held against him, 
he persisted to the United States Su- 
preme Court and as a result we now 
have an opinion of that court by Mr. 
Justice Jackson which because of its 
breadth should also be considered deter- 
minative of the constitutional question 
as it relates to stock distributions. The 
court said: 


“.. the state on creation of such 


a trust does not lose power to devise 
new and reasonable directions to the 
trustee to meet new conditions arising 
during its administration, such as the 
depression presented to trusts holding 
mortgages.” 


There is, therefore, a pronouncement 
by the nation’s highest court that state 
legislatures are not to be held down to 
tules which have become obsolete in the 
face of new conditions but are free to 
actin such manner as to take proper ac- 
count of changing times. 


Two Special Questions 


There are two questions involved in 
the stock distribution situations. The 
frst is, what distributions constitute in- 
come? The second is, can the legislature 
or the courts themselves change this 
definition and make the change applica- 
ble to existing trusts? The Court of Ap- 
peals of Kentucky found no difficulty in 


a 


aaa of West, 289 N.Y. 423, 46 N.E. 2d 501 
943) ; aff'd sub nom. Demorest v. City Bank Farm- 
es Trust Co., 321 U.S. 36 (1944). 
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doing so. Despite the fact that, at the 
time of the testatrix’s death, cash distri- 
butions resulting from the liquidation of 
a corporation had been awarded in an 
earlier case to the life beneficiary, the 
court, in Farmers Bank and Capital 
Trust Co. v. Hulette,® decided that this 
rule was clearly wrong and gave them to 
principal. The court specifically stated 
that “the overruling of a former decis- 
ion is retrospective in operation” and 
that 


“The function of courts in seeking 
justice in the light of changing times 
and concepts would largely be stulti- 
fied if the legal effect of words used 
in a will in one generation should cre- 
ate a vested right in that construction 
with respect to other wills and other 
parties.” 


In the Crawford case, the Pennsyl- 
vania court stated flatly, without saying 
why, that a grant of a life interest in in- 
come was a grant of a vested property 
right. It naturally followed that such a 
right could not be modified by a subse- 
quent legislative enactment. But it is 
hard to see on what rationale the court 
adopted its major premise, namely, that 
a future right to something presently 
inchoate and which might never even- 
tuate is a vested interest. The ironic as- 
pect of the Crawford case is that the tes- 
tator had directed that stock dividends 
should be part of the corpus. He died at 
a time when the Pennsylvania rule of 
apportionment was in effect. The subse- 
quent enactment of the Uniform Princi- 
pal and Income Act in Pennsylvania 
which would have required such an allo- 
cation to principal contained a section 
specifically making its application effec- 
tive as to existing trusts. In holding this 
section unconstitutional the court award- 
ed the stock dividends to income on the 
ground that the testator’s direction vio- 
lated the statute against accumulations. 
Thus the court compounded its erron- 
eous view of the law by reaching a re- 
sult which was completely contrary to 
the declared intention of the testator. 


The Allis case is a clearcut decision to 
the contrary. The Wisconsin courts had 
applied the Pennsylvania rule in that 
state for nearly 50 years until the enact- 
ment of the Uniform Principal and In- 
come Act with a clause giving it retro- 
spective application. In holding this 
clause to be constitutional, the Supreme 
Court said in part: 


“It is fundamental that the life 
beneficiary possessed no vested proper- 
ty right in the earnings of a corpora- 
tion . . . prior to a declaration of a 
dividend by the board of directors 


5293 S.W. 2d 458 (Ky. 1956). 


payable therefrom. . . . We consider 
it to be equally clear that she also 
has no vested property right in the 
rule with respect to the allocation of 
corporate stock dividends, which had 
been established by the court decision 
and was in effect at the time of the 
death of the testatrix. Therefore, it 
is our considered judgment, that the 
legislature could change such rule 
with respect to any stock dividends 
subsequently declared without violat- 
ing the due process clause of the 
Fourteenth amendment.” 


The imprimatur of the Commissioners 
on Uniform State Laws upon this prin- 
ciple would represent a great step for- 
ward and would be helpful not only in 
states now having the present uniform 
act (and which would therefore presum- 
ably be the most ready to accept the pro- 
posed revision) but in all other states. 
However, there would seem to be no rea- 
son why in any state now having the 
Massachusetts rule without retrospective 
application it should be necessary to 
wait the many months that must elapse 
before the Commissioners are able to 
complete the entire revision. This ques- 
tion is severable so there should be no 
hindrance to taking separate action to 
make the rule effective as to trusts in 
existence before as well as after its adop- 
tion. This would clear up at once the 
chaotic conditions surrounding earlier 
trusts in many jurisdictions. It would, 
of course, have no effect on cases where 
the instrument contains special language. 
In such instances the courts will continue 
to have to cope with the determination 
of what the testator must have intended, 
not only in situations of which he might 
be presumed to have been aware but in 
those which he could not possibly have 
foreseen. It is to be hoped that the defin- 
itions and rules which will emerge in the 
final form of the revised Principal and 
Income Act will provide guidance to the 
courts in both a uniform and common 
sense fashion. 
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FPRA REGIONAL MEETINGS 
PLANNED FOR APRIL 


“How to Get More Business” will be 
the theme for regional conferences of 
the Financial Public Relations Associa- 
tion to be held April 7 in Phoenix, April 
10 in Des Moines, and April 12 in Okla- 
homa City. 

Topics to be studied by the Research 
Committee this year are “How to Con- 
tact and Sell Newcomers,” “Practical 
Methods to Test the Effectiveness of Fi- 
nancial Advertising,” “Strengthening 
Management Through Week-end Work- 
shops” and “How to Stimulate Civic 
Activity by Staff Members.” 
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N ENORMOUS VOLUME ON DEFERRED 
A compensation by Prentice-Hall, Inc. 
has been published under the editorship 
of Henry Sellin, Executive Director, 
New York University Institute on Fed- 
eral Taxation. The book,* which bears 
the names of 34 contributors (the list of 
31 on p. vii notwithstanding!) as well 
as the editor, is a valuable addition to 
the ever-growing literature. In fact, our 
main criticism is of the “fluffy” paper 
on which the excellent printing is done. 

The book, like Gaul before it, is di- 
vided into three Parts: I Nonqualified 
plans for deferred compensation, II Pen- 
sion and Profit-Sharing Plans, and III 
Stock Options. There are 27 chapters 
and a comprehensive index, each pre- 
pared by one or two authors, only 
three of whom are not attorneys. The 
editor claims “with all due circumspec- 
tion . . . that the intelligent use of this 
volume will assist in defining and clari- 
fying the issues involved in most prob- 
lems, and will indicate the principles 
and procedures which will be helpful in 
solving them.” While the book is essenti- 
ally addressed to attorneys it may be 
referred to by anyone interested in the 
finer points of the law and practice of 
deferred compensation. 

The middle section of the book, which 
we will review briefly, consists of 18 
chapters. There is considerable overlap 
between the authors, a feature in keep- 
ing with the editor’s statement that “... 
each author has felt free to impinge on 
subjects assigned to his fellow authors.” 
But while it is difficult to avoid mention 
of “integration” rulings when discussing 
qualification (E. L. Gordon & B. G. 
Hering) and formula combinations (J. 
B. Zischke) it is a little disconcerting to 
find the whole subject discussed in 
greatest detail under actuarial aspects 
(S. N. Ain). Another example of this 
overlap is that the differences between 
pension and profit-sharing plans are 
enumerated under “factors to consider” 


*Taxation of Deferred Employee and Executive 
Compensation, 720 pp.; $19.50. 
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PENSION and PROFIT SHARING DIGEST ... 
HILARY L. SEAL 


Morss & Seal; Lecturer in Statistics, Yale University 


31 ATTORNEYS (3 OTHERS) ON DEFERRED 
COMPENSATION 


(S. M. Gewanter) and under “benefit 
formulas” (J. B. Zischke). One won- 
ders if the length of this volume could 
not have been substantially reduced by 
careful pruning and cross-referencing. 
An unusual feature of the chapters in 
Part II is that ten of them form five 
natural pairs. Thus Chapters 6 and 10 
are on initial qualification and amend- 
ment, respectively, Chapters 8 and 12 
on deductibility of contributions and 
actuarial aspects, respectively, Chapters 
14 (L. L. Rice Jr.) and 15 (J. A. Car- 
don) on tax consequences to employees 
and their beneficiaries, Chapters 17 (A. 
H. Cox) and 18 (F. J. Robbins) on 
corporate acquisitions and separations, 
and Chapters 19 (E. A. Fogel) and 22 
(S. T. Dean & J. Lowndes) on close 
corporations and non-employee_ stock- 
holders, respectively. The result is that 
if an attorney wants to review the 
principles underlying the use of pen- 
sion or profit-sharing plans in closely- 


held corporations (Chapter 19) he 
should not overlook the views of the 
minority stockholder (Chapter 22). 


While this may be advantageous in the 
sense that these chapters where written 
by attorneys with rather different view- 
points (as it appears to us), the dis- 
advantage is that the final result may 


be confusing — as well as uneconomic 
of time and effort. 
Nevertheless, with few exceptions, 


each chapter taken by itself is a little 
gem of well-knit argument on a limited 
subject. What is more, most of the 
authors have felt free to interpolate be- 
tween the lines of the Code and Regu- 
lations and to question the justification 
or clarity of the Rulings. For example, 
in the first chapter (Chapter 5) of Part 
Il, Mr. Gewanter, writing on “Factors 
to consider in selecting and establishing 
qualified deferred compensation plans,” 
states that in his opinion “in every 
instance a trust should be recommended, 
even though the suggested method of 
funding may be a group annuity which 
could, technically, qualify without a 


trust . . .” The reason for this is that 
with a trust “there is more flexibility 
in enabling changes to other media of 
funding if that becomes desirable,” and, 
moreover, if contributions were termin- 
ated the trust could continue to qualify. 

In Chapter 6, “Qualifying a pension 
or profit-sharing plan under the Internal 
Revenue Code,” Emanuel L. Gordon 
(deceased) draws attention to the fact 
that “many forms of discrimination are 
permissible” in qualified plans. Exam. 
ples are: (i) discrimination in favor of 
salaried, as opposed to wage-earning, 
employees, and (ii) in favor of older 
employees compared with their juniors. 
To these one might add the bare-faced 
discrimination practised by elderly 
management when it imposes an em- 
ployee contribution in a pension plan 
(“for morale”) but escapes all but a 
token payment itself. This is a facet of 
employee contributions that is seldom 
mentioned. 

Chapter 7 provides an_ excellent 
resume of “Disclosure requirements: 
registration; reporting; informing em- 
ployees” by Robert S. Lane. This is 
followed by William C. Hill’s article on 
“Contributory and_ non - contributory 
plans: deductibility of contributions,” 
and then by James B. Zischke’s contribv- 
tion already mentioned. The latter refers 
to differences in “local practice” of the 
IRS with respect to the use of “gross” 
compensation as a base for computing 
pension. Since Mr. Zischke’s consulting 
organization is located in the mid-and 
far-west one is tempted to guess that the 
reputedly “tough” attitude of the west 
coast offices is being referred to. 

We do not recollect having seen it 
stated in print what happens on a 
Commissioner’s finding of “unjustified 
termination” of a pension or profit: 
sharing plan. Yet Norman Block (Chap- 
ter 10) considers this point in some 
detail in his chapter on amendments and 
terminations. We learn that: “There is 
grave doubt that the Commissioner has 
the legal authority to disqualify a plan 
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retroactively upon its termination.” If 
he has. or if he thinks he has, the tax 
consequences for employer and (vested) 
employee can be very serious. We won- 
der, for example, what the position 
would be under a case where the actu- 
ary’s statement that the “unfunded” ex- 
ceeded the “initial” Past Service Cost 
has been ignored for several years by 
employer and trustee (who are both 
required to notify the Commissioner 
and obtain “redetermination” of qualifi- 
cation under Rev. Rul. 56-596). Here 

a clear case where the Commissioner 
should have been put in the position of 
“redetermining” qualification several 
years before his Agent discovered the 
situation. Has the Commissioner no re- 
course by way of retroactive disqualifi- 
cation ? 

In Chapter 11 J. V. Duncan and H. 
H. Chaice discuss the “Relative merits 
of funded and unfunded plans: 
methods of funding; etc.”. Although 
they conclude that “The factor of out- 
lay would generally seem to favor the 
trusteed form . . .” of plan, the writer 
was uncomfortable with the explanation 
of insurance company methods and the 
small space given to a description of the 
“dividend” procedure — the only way 
the insurance company can bring its 
costs down to, or below, those of the 
trust fund. 


As mentioned, Samuel N. Ain writes, 
in Chapter 12, on “Actuarial aspects of 
organizing and administering pension 
plans.” If it were not that the author 
does it so well, we would regret the 
space he devotes to the Treasury’s rules 
on “integration” of pension benefits 
with social security. However, we agree 
wih Mr. Ain’s criticism of the “quick 
and dirty” actuarial reductions for early 
retirement pensions that are nowadays 
incorporated into some plans. By age 55 
afixed 5“ a year reduction amounts to 
0%, and a 6% annual reduction to 
60°C: the correctly calculated percent- 
age at this age is about 55, But what is 
Worse is that the Treasury has stated 
(Mimeo. 6641) that integrated plans 
with rough-and-ready fixed percentages 
may not, for the “excess” portion of the 
pension, use less than 624% per annum. 
This implies a 67% actuarial (?) re- 
duction by age 55 and, in our opinion, 
tules out the use of anything but the 
“calculated” reductions. 


_ Mr. Ain provides some useful charts 
in the portion of his article dealing 
with the financial development of a 
pension plan over the years. These fig- 
ures should help dispel the employer’s 
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doubts about the apparently vast size 
of his pension fund in comparison to 
the handful of pensioners on the rolls. 

In Chapter 13 Abraham J. Briloff, 
C.P.A., discusses “Accounting problems 
of pension and profit-sharing plans.” 
He makes the important point that a 
firm’s accountant is in the best position 
to judge the financial implication of a 
continuing additional burden by way of 
contributions. However, our sympathy 
with his case is weakened when we see 
his illustration of an accountant’s re- 
quest for a “determination letter” from 
the IRS on a 1959 money-purchase pen- 
sion plan. We had thought these plans 
had gone out of fashion. 

We have already mentioned six of 
the remaining nine chapters in Part II. 
The three other chapters are on multi- 
employer plans (John R. Lindquist). 
plans for professional groups (Vivian 
G. Johnston, Jr.), and plans for foreign 
employees (Walter A. Slowinski). In 
the first of these we are reminded that 
“gains” in a pension trust on account 
of employee termination have to be 
taken into account in arriving at an 
individual employer’s — tax-deductible 
contributions. Unfortunately this can 
only nonplus the actuary of a multi-em- 
ployer negotiated plan with fixed con- 
tributions (e.g. $2 a week per employ- 
ee). In such cases the $2 contribution 
may be more than the maximum other- 
wise allowable to an employer with no 
past service. So how can _ severance 
“gains” on account of an employer with 
heavy past-service be allowed to reduce 
his $2 contribution rate when he would 
ordinarily be paying $3 a week were it 
not for some of the other employers in 
the group? 

All in all this work of reference 
should find a place on the shelves of 
any attorney and trust officer who has 
occasional need to discover current legal 
opinion on deferred employee compen- 
sation. 


discussion in this column 


SELF-INSURANCE OF 
WELFARE PROGRAMS 


Readers who were interested in the 
(Dec. 1960) 
on “when to insure a risk” may find 
the following references useful. The 
Foundation on Employee Health. Medi- 
cal Care and Welfare, Inc.. 477 Madi- 
son Ave., N. Y. 22 has recently pub- 
lished Part D of Study No. 1. entitled 
“Pros and Cons of Insurance and Self- 
Insurance of Health & Welfare Benefits” 
(price $1.00). We found this 35-page 
booklet an interesting and _ impartial 
work. 


Furthermore, at the meeting of the 
National Conference of Health. Welfare 
& Pension Plans towards the end of 
1960, Carlton R. Stickles of Stickles & 
Stickles, attorneys, Washington. D. C., 
spoke about nine self-insured welfare 
plans of which he was administrator. 
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WIDOW’S ELECTION 
(Continued from page 112) 


takers will bear the burden of death 
taxes. 

{If the decision is in the affirma- 
tive, draft provision that clearly puts 
W to an election, and which will en- 
courage her to take under the will. 

{| Make specific provision for ap- 
portionment of the death tax burden 
if W elects to take under the will. 


{ Make specific provision for the 
devolution of the property if W elects 
to take her rights at law. This should 
include a tax apportionment clause 
plus provisions for disposition of ex- 
empt property, the homestead, and 
payment of the widow’s allowance. 


If the will is so drafted. the chances 
are that counsel will have no difficulty, 
upon the death of H, when he must 
advise W with respect to whether or 
not she should exercise her right of 
election. 
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TRUST PERSONNEL CHANGES 


(Five stars signify promotion of trustman to senior or executive vice president or president, or election to board of directors) 


ALABAMA 


MONTGOMERY—J. Allen Reynolds, Jr. advanced to vice 
president and trust officer of First NATIONAL BANK. 


TUSCALOOSA—W. Cassell Stewart promoted to vice presi- 
dent and trust officer at First NATIONAL BANK. 


CALIFORNIA 


LOS ANGELES—Peter R. Steiner elected asst. trust officer 
at CITIZENS NATIONAL BANK. 


LOS ANGELES—At Security First NATIONAL BANK Lowell 
T. Anderson became asst. trust officer. 


SAN DIEGO—At First NATIONAL TrusT & SAVINGS BANK 
Robert A. Cameron advanced to asst. vice president and trust 
officer; George S. Delafield and Robert M. Epler to asst. 
cashiers and asst. trust officers. 


SAN DIEGO—San Dieco Trust & SAVINGS BANK elected 
Robert G. Sullivan asst. trust officer. 


SAN FRANCISCO & SANTA BARBARA—CROCKER-ANGLO 
NATIONAL BANK appointed Paul A. Derby a trust officer in 
the probate division of the trust department at San Fran- 
cisco; M. George Russell asst. trust officer at Santa Barbara 
main office. Derby is a graduate of U. of San Francisco, 
and San Francisco Law School, and the Pacific Coast Banking 
School, and joined Crocker in 1951. Russell is a graduate of 
U. of Kansas and U. of Kansas City Law School. 


SAN FRANCISCO, SANTA ANA & PASADENA—First 
WESTERN BANK & TRUST Co. (see mergers for new name 
UNITED CALIFORNIA BANK) appointed Leo J. Murphy and 
Kenneth O. Leth trust officers and assistant secretaries at 
its San Francisco main office. Murphy received his A.B. from 
U. of San Francisco and was elected president of that uni- 
versity’s Alumni Association last July. Leth holds a B.S. 
in Finance from Temple U. 

At its Santa Ana main office, Robert J. Christianson named 
trust officer and assistant secretary. 

At Pasadena main office, Norman H. Carss and George 
E. Zillgitt made trust officers and assistant secretaries; 
Lawrence R. Streeter asst. trust officer. 


SAN FRANCISCO—Rudolph J. Schrader retired as vice 
president and trust officer of WELLS FARGo BANK AMERICAN 
Trust Co. after 55 years of service. 


COLORADO 


DENVER—William J. Brennan, named trust officer of DEN- 
VER UNITED STATES NATIONAL BANK; and William W. Schley, 
Edward N. Smith and Jack W. Swanson named asst. trust 
officers. Brennan, who heads the trust department tax sec- 
tion, is a graduate of the College of St. Thomas and U. of 
Denver School of Law, and spent ten years with the U. S. 
Department of Internal Revenue before joining the bank in 
1959. Schley is a graduate of Colorado U. School of Law. 
Smith, in charge of trust operations, is a graduate of Antioch 
College. Swanson obtained his B.A. from Doane College 
and is a graduate of U. of Denver School of Law. 





Wo. J. BRENNAN 
Denver 


J. A. REYNOLDS, JR. 
Montgomery 


PAuL A. DERBY 
San Francisco 
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FORT COLLINS—Poupre VALLEY NATIONAL BANK ap. 
pointed Herbert W. Fitch asst. trust officer to succeed James 
D. Beatty, trust officer, who resigned to practice law. For 
the past four years Fitch has been Clerk of Larimer 
County Court (probate jurisdiction). He is a Chartered Life 
Underwriter. 


CONNECTICUT 


HARTFORD—HartTForD NATIONAL BANK & TRUST (Co, 
elected assistant secretaries Car] E. Bolin, Robert P. Cun. 
ningham, Clifford T. Francis, Janet Krogh, Henry C. White 
and Robert W. Quinn in the trust department; and Elsie M. 
Fletcher a trust officer at New London. (Incorrectly identi- 
fied in Dec. p. 1177 as Connecticut Bank & Trust Co.) 


NEW HAVEN—Robert W. Esmond elected asst. trust officer 
at TRADESMENS NATIONAL BANK. Esmond previously was in 


the trust department of AGRICULTURAL NATIONAL BANK, 
Pittsfield, Mass. 


DELAWARE 





KKekkk 


WILMINGTON—G. Burton Pearson, Jr., J. Sellers Ban- 
croft and Donald R. Welles elected directors of WILMINGTON 
Trust Co. Pearson, vice president and senior trust officer, 





He 


G. BURTON PEARSON, JR. J. SELLERS BANCROFT DONALD R. WELLES 


joined the company in 1950 after serving as Associate Judge 
and Vice Chancellor of Delaware. He is a past president of 
the Delaware Bar Association, and is trustee of the U. of 
Delaware. Bancroft, who joined the company in 1927, is 
in charge of the investment department. Welles, with the 
bank since 1932, is responsible for banking and trust opera- 
tions; is treasurer and a trustee of Delaware Hospital. 





DISTRICT OF COLUMBIA 


WASHINGTON—Thomas G. Cranwell and Bruce J. Wild- 
man became asst. trust officers of RicGs NATIONAL BANK. 


FLORIDA 


FORT LAUDERDALE—C. N. McCune advanced to senior 
vice president and trust officer, BRowARD NATIONAL BANK, 
and John W. Bellamy and Helen F. Gush to asst. trust 
officers. 


JACKSONVILLE—Edward W. Lane, Jr. elected president 
of ATLANTIC NATIONAL BANK succeeding J. W. Shands, who 
retired but remains a director. Edward Lane heretofore has 
been vice president and assistant to the president. Walter 
T. Lane retired as vice president. 


MELBOURNE—BANK OF MELBOURNE & TruUsT Co. promoted 
Paul C. Schmitt to vice president and trust officer of the 
McNulty Group of Banks, which comprise 10 throughout 
Central Florida. With the bank since July 1959, Schmitt 
was formerly with Little River Bank & Trust Co., Miami, 
and American Security & Trust Co., Washington, D. C. 
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PauL C. SCHMITT 
Melbourne 


JAMEs M. KELLY 
Tampa 


WILLIAM K. STEVENS 
Chicago 
MIAMI—J. Bryson Aird has joined First NATIONAL BANK 
as vice president following his retirement from CHASE 
MANHATTAN BANK, New York, where he was head of the 
agency administration division of the trust department. 
Aird will devote his time to the development of corporate 

trust and agency account business. 


ORLANDO—First NATIONAL BANK named W. H. Clark 
asst. trust officer. 


st. PETERSBURG—Howard L. Narveson, formerly cashier 
of First NATIONAL BANK, promoted to trust officer; S. W. 
Sohngen to asst. trust officer. 


TAMPA—W. Howard Frankland retired as president of 
First NATIONAL BANK and Ellwood W. Johnson elected his 
successor, the latter also continuing as a director and vice 
chairman of the board. James M. Kelly advanced to trust 
oficer. A graduate of U. of Tampa, Kelly joined First Na- 
tional in 1955. He is currently enrolled in the Stonier Grad- 
uate School of Banking at Rutgers U. 


GEORGIA 


ATLANTA—Ben Shippen became asst. trust officer at First 
NATIONAL BANK. 
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- ATLANTA—Alfred D. Boylston, Jr., 
senior vice president of TRUST CoM- 
PANY OF GEORGIA, elected a director. 
Boylston, head of the trust depart- 
ment, is a graduate of Atlanta Law 
School and the Stonier Graduate School 
of Banking at Rutgers. He has been 
with the bank 35 years. 





A.D. BoYLsTON, Jr. 





ILLINOIS 
CHICAGO—John M. Finnegan joined BEVERLY BANK as 
asst. vice president and trust officer to manage and develop 
the trust division. He comes from SECOND NATIONAL BANK 
of Beloit, Wisconsin, where he was asst. trust officer. 
CHICAGO—At City NATIONAL BANK & Trust Co. J. S. 
Crowley retired as trust officer, corporate trust department; 


| and Robert B. Golding advanced from assistant cashier to 


asst. trust officer. Golding, an attorney, has transferred 
from the real estate to probate division. 


CHICAGO—In the trust department of First NATIONAL 
BANK, William K. Stevens promoted to vice president; Gray- 
don C. Nauman to asst. vice president; Marshall L. Zissman 
to trust officer; and newly elected were Wallace B. Melson, 
asst. trust officer and Edward T. Cassin, assistant secretary. 
CHICAGO—Paul R. Harkenrider named asst. trust officer at 
La SALLE NATIONAL BANK. 

CHICAGO—Stewart P. Mulvihill elected trust. officer of 
NatlonaL BANK oF AUSTIN. Mulvihill received Ph.B. and 
JD, degree from U. of Chicago. As assistant attorney general 
of Illinois since 1941, he became recognized as an expert on 
inheritance tax law. 

CHICAGO—Sheldon A. Weaver retired as vice president in 
charge of the trust department of NoRTHERN TrusT Co., 
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H. B. McCuLLocH 
Chicago 


CHARLES L. KAUFMANN 


BERNARD HUMMEL 
Chicago 


Chicago 


having served that department since 1927. Charles L. Kauf- 
mann and Hugh B. McCulloch promoted to vice presidents 
(trust); Leo J. Mueller to second vice president; and 


Samuel J. Mize and Duane K. Ruth appointed assistant 
secretaries. 


CHICAGO—PULLMAN TRUST & SAVINGS BANK elected 
Edward Gannon a vice president and trust officer. 


CHICAGO—Bernard C. Hummel, trust officer of SoutH 
CHICAGO SAVINGS BANK, made an asst. vice president. Hum- 
mel joined the bank in 1959 and is a member of the South 
Chicago, Harvey-Calumet and Illinois Bar Associations. 
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DECATUR—Fletcher C. Ransom, vice president and trust 
officer of CITIZENS NATIONAL BANK, also named a director. 
John J. Crocker elevated to chairman, a newly created post, 
and continues as chief executive officer. William Barnes, 3d, 
succeeds him as president. 





MARYLAND 


BALTIMORE—Harvey L. Hall promoted to vice president 
and trust officer of BALTIMORE NATIONAL BANK; J. Edward 
Macatee, Jr. and Vernon H. Rothauge to asst. vice presi- 
dents and trust officers; and Charles W. Eackles asst. 
cashier (trust). Hall has been with the bank and its prede- 
cessors ince 1923. Macatee, graduate of Loyola College, began 
his banking career in 1937; Rothauge in 1925, and Eackles 
in 1918. 


BALTIMORE—EQUITABLE TRUST Co. elected Robert G. Mer- 
rick to the newly created position of chairman of the ex- 
ecutive committee and chief executive officer; John A. 
Leutkemeyer to president; Joseph A. Bognanni, Earl H. 
Lentz and Nancy D. Mitchell to senior trust officers, Mer- 
rick became president in 1932 at 36, while Luetkemeyer 
joined the bank shortly after graduation from Harvard. 
Bognanni, who received his L.L.B. from U. of Baltimore, is 
in charge of new business and estate planning, and is vice 
president of the Baltimore Estate Planning Council. Lentz, 
a U. of Baltimore graduate in business administration and 
law, heads the operations and administration division of the 
trust department. Miss Mitchell, a graduate of Bryn Mawr 
College, joined Equitable in 1945 as a trust officer, the first 
women to be named an officer in any Baltimore bank. She 
supervises all investment work of the trust department. 
Also promoted was Samuel J. Miller, Jr. to tax officer, who 
has been with the trust department since 1956. 


BALTIMORE—FE. Trail Mathias appointed trust officer at 
First NATIONAL BANK. 





T. W. SWANK 
Baltimore 


FLETCHER C. RANSOM 
Decatur 


F. E. WURZBACHER, JR. 
Baltimore 
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JOSEPH A. BOGNANNI 
Baltimore 


JOHN A. LUETKEMEYER 
Baltimore 


EARL H. LENTZ 
Baltimore 


BALTIMORE—MERrCANTILE-SAFE Deposit & TRUST Co. ad- 
vanced Frank L. Hammond, Thaddeus W. Swank and 
Frederick E. Wurzbacher, Jr. to vice presidents; Calvin L. 
Justis to asst. vice president (formerly investment officer) ; 
Henry B. Fout, Jr. made investment officer; Richard J. 
Flanigan, Oscar H. Lemoine, Jr. and Henry L. Meledin ap- 
pointed trust officers; Charles Edwin Stricker, trust service 
officer. 

Hammond, Swank, Wurzbacher, Justis and Fout are in 
the trust investment division, Hammond supervising invest- 
ment accounts of charitable, religious and similar types of 
institutions and also being in charge of the company’s ad- 
vertising and public relations. Swank, in charge of account 
review and valuation activities, also supervises special ac- 
counts and is a co-director of personne] training policies. 
Wurzbacher, who joined the analytical and statistical re- 
search section in 1954, is secretary-treasurer of the Balti- 
more Security Analysts Society. Justis will take over duties 
of account review and valuation from Swank. 

Flanigan is assigned to estate planning, Meledin and 
Lemoine to trust administration; and Stricker heads the 
machine accounting unit. 


BALTIMORE—John J. Pretko elected asst. trust officer at 
UNION Trust Co. 


MASSACHUSETTS 


BOSTON—The combined trust departments of the NEW ENG- 
LAND MERCHANTS NATIONAL BANK, formed by merger of 
MERCHANTS NATIONAL BANK and the NEW ENGLAND NA- 
TIONAL BANK (see T&E 1/61 p. 69) are in charge of senior 
vice presidents Richard L. Frothingham and C. Philip John- 
son. Vice presidents and trust officers are: H. W. Anderson, 
R. P. Barnard, C. R. Eddy, E. L. Savage, A. H. Waite, J. 
O. Wilson and J. H. Wolfe. 


NORTH ADAMS—Clarence E. Stoneham named president 
and trust officer of NortH ADAMS TRUST Co. 


MICHIGAN 


ANN ARBOR—Thomas L. Dickinson advanced from asst. 
vice president to trust officer of ANN ARBor TRUST Co. 
Dickinson, formerly assistant director of U. of Michigan 
Development Council, received a Bachelor’s degree from the 
university in 1949. 


DETROIT—DEtTRoIT BANK & TRUST Co. named Dexter 
Ferry as comptroller of the trust department, advancing 
him from asst. vice president of the banking department; 
appointed Cleveland Thurber, Jr. a trust officer in administra- 
tion of trusts department; and John W. Korff asst. trust 
officer in stock transfer department. 


GRAND RAPIDS—At OLp KENT BANK & Trust Co. John 
McReynolds advanced from executive vice president of the 
trust division to senior vice president of that division and 
secretary of the board; Richard M. Gillett became executive 
vice president of the trust division. 


LANSING—Former Battle Creek Probate Judge Lee Mal- 
lison assumed new duties as Battle Creek and Marshall 
area resident trust officer for MICHIGAN NATIONAL BANK, 
‘succeeding George F. Aldrich who will retire. Mallison is 
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Nancy D. MITCHELL 


C. THURBER, JR. 
Baltimore 


Detroit 


JOHN MCREYNOLDS 
Grand Rapids 


a member of the governing council of the probate and trust 
law section of the State Bar of Michigan. 


MINNESOTA 


MINNEAPOLIS—Charles F, Glaman and Richard A. Nord- 
bye elected asst. vice presidents in the trust department of 
First NATIONAL BANK; and Richard F. Johnson and Jerome 
S. Yugend named assistant secretaries, trust department. 


MINNEAPOLIS—Elected asst. vice presidents in the trust 
department of NORTHWESTERN NATIONAL BANK are Robert 
M. Moore, Walter C. Briggs, Warren F. Weck, Jr. and 
Alfred Sedgwick, Jr.; Leonard A. Nordstrom and David H. 
Willard elected trust officer and assistant secretary; Charles 
C. Frederick, asst. trust officer. Moore started at North- 
western in 1940, and is a director of Hennepin County Tuber- 
culosis Association. Briggs, with the bank since 1923 follow- 
ing graduation from Yale, is a director of the Minnesota 
division of the American Cancer Society. Weck started in 
trust accounting after graduation from U. of Minnesota Law 
School in 1946. Sedgwick, who joined the trust accounting 
department in 1953, received a Bachelor of Science degree 
from Yale and his LL.B. from Minnesota. 


MISSOURI 
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KANSAS CITY—Charles G. Young, 
Jr. advanced to executive vice presi- 
dent at Ciry NATIONAL BANK & TRUST 
Co. Young joined the bank in 1950 as 
a vice president in charge of the trust 
department. He obtained his law degree 
from U. of Missouri and was associated 
with law firms in Kansas City before 
joining City National, rising to senior 
vice president and senior trust officer 
prior to his recent promotion. Young, 
who is a director of the bank, is an Associate Trustee of 
Kansas City U. 





CHARLES G. YOUNG, JR. 





KANSAS CITY—Commenrce Trust Co. promoted Don Elstun 
and Dale McNeal to vice presidents and trust officers, and 
elected Ralph Harper asst. trust officer. 


KANSAS CITY—First NATIONAL BANK elected Taylor S. 
Abernathy chairman of the board and chief executive officer, 
and Barret S. Heddens, Jr. president to succeed him. Hed- 
dens, 36, was graduated from Missouri Valley College, of 
which he is now a trustee, and joined First National in 1952 
as a credit department employee. Abernathy represents the 
third generation with the bank. 





i 
RICHARD M. GILLETT 


BARRET S. HEDDENS, JR. 
Grand Rapids 


Kansas City 


JOHN R. COCKLE 
Omaha 
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JOHN W. KourIi 
St. Louis 


EUGENE F. WILLIAMS 
St. Louis 


HAarrRY L. MILLER 
St. Louis 


Six new vice presidents in the trust department are: Fred 
§. Riley, Davis N. Hall, King V. McElheny, C. Hartley 
Jones, Edward M. Petersen and William L. Atwood. Ad- 
vanced to trust officers: Richard L. Moore, Ernest H. Sims, 
Paul L. Abraham and Willard G. Widder; to asst. trust 
officers: Rodney B. Dyerly, Thomas B. Hunt and Lawrence 
A, Round. 


st. LOUIS—Alfred F. Graves promoted to trust officer at 
BOATMEN’S NATIONAL BANK; Richard M. Hawkins named 
asst. trust officer. 


§T. LOUIS—Towner Phelan retired January 1 as vice presi- 
dent in charge of new business development and advertising 
of St. Louis UNION TrRusT Co. after being with the company 
since 1929. Admitted to the Missouri Bar in 1934, Phelan 
graduated from the Stonier Graduate School of Banking at 
Rutgers in 1940. He has now opened an office in the Boatmen’s 
Bank Building where he will act as a consultant in preparing 
advertising and economic reports. Vernon K. Storm, estate 
planning officer, also retired after more than 30 years. 
Eugene F. Williams, Jr., elected vice president and secre- 
tary; John W. Kouri, pension trust officer, elected vice 
president; Harry L. Miller, vice president; J. Marion Engler, 








J. MARION ENGLER 
St. Louis 


WILLIAM M. BAKER 
Summit 


WILLIAM H. KEITH 
Newark 
investment research officer, elected asst. vice president, Jos- 
eph P. Dee appointed a trust officer; and Francis W. Ayer, 


Robert L. Doelling and William P. Shaffer named investment 
officers. 


NEBRASKA 


OMAHA—OmMAHA NATIONAL BANK advanced John R. Cockle 
to vice president in the estate and trust department. After 
four years as a practicing attorney, Cockle joined the bank 
in 1953. 


NEW JERSEY 


HACKENSACK—PEOoOPLES TRUST CoO. OF BERGEN COUNTY 
elected Gerard A. Osborne a trust officer. 


MONTCLAIR—Miss Mary K. Hoyt, asst. vice president, 
MONTCLAIR NATIONAL BANK & TRUST Co., retired after 33 
years with the bank, where she has been director of ad- 
vertising and publicity. 

MORRISTOWN—At Trust COMPANY OF Morris COUNTY, 
David T. Pyne elected trust officer. Pyne, who joined the 
Trust Company last May, was previously with First BANK 
& TrusT Co. of Utica, N. Y. 


NEWARK—William S. Keith named president of NATIONAL 
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Western 
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matters of trust administra- 
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dence from other banks and 





A TRADITION OF SERVICE 
THAT BEGAN WITH THE WEST 


Let the oldest Trust Company in 
California serve your fiduciary 


needs. Your inquiries are invited. 











PROPERTY 
IN CANADA 


The appointment of National 
Trust Company as ancil- 
lary administrator expe- 
dites the realization 
and transfer of 
American owned 
property in 
Canada. 

Enquiries Invited 


National 


Trust 





bankers. 
ss 

Springfield Safe Deposit 
and 


Trust Company 


SPRINGFIELD, MASSACHUSETTS 
Branches in East Longmeadow 


and Monson, Mass. 


Member Federal Deposit 
Insurance Corporation 


= 






































Fepruary 1961 





WELLS FARGO 
BANK 


AMERICAN 
TRUST 





MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


ESTABLISHED 1898 





20 King Street East 
Toronto, Canada 


Montreal Hamilton 
Edmonton Vancouver 
Calgary 





Winnipeg 
Victoria 





Assets Under Administration 
Exceed $837,000,000 


Annual Report on Request 























139 





FRANK S. DIBRELL 
New York 


HARRY F. HURLEY 
New York 


C. S. CUDNEY 
Cleveland 


STATE BANK succeeding W. Paul Stillman, who continues as 
board chairman and chief executive officer. David J. Con- 
nolly named executive committee chairman, M. Wilfred Rice, 
board vice chairman, and J. Furman Denton executive vice 
president and cashier. Keith joined National State Bank 
in 1940 as a credit man having previous affiliation with Dun 
and Bradstreet. He is vice president of New Jersey Bankers 
Association and a member of the board of governors of 
New York Chapter of Robert Morris Associates. Denton 
joined the bank in 1933 as a messenger. In January 1959 he 
was named by Governor Meyner as a member of the State 
Uniform Commercial Code Study Commission. 


SOMERVILLE—Kar] F. Nann named vice president and 
asst. trust officer at SOMERSET TRUST Co. Mayor of Bridge- 


water Township, Nann is managing the new Watchung of- 
fice. 


SUMMIT—William M. Baker advanced to vice president and 
trust officer of SumMMIT Trust Co. Baker is a graduate of 
the Graduate School of Banking at Rutgers, and is past 
president of Elizabeth Chapter of American Institute of 
Banking and of the Middlesex-Somerset-Union County Bank- 
ers Association. 


TRENTON—Alexander Chieningo and Elmer J. Elias, Jr. 


appointed asst. trust officers of FIRST TRENTON NATIONAL 
BANK. 


NEW YORK 


BROOKLYN—William H. Henderson elected asst. vice 
president and Lawrence H. Seibert assistant secretary, both 
in the trust department, KINGS CouNTy TRusT Co. 


NEW YORK—Frank S. Dibrell named a trust officer of 
CHEMICAL BANK NEW YorK Trust Co. at its 34th Street 
and Fifth Avenue office, where he is responsible for the de- 
velopment of trust business in lower midtown area. Dibrell 
was graduated from Princeton U., attended Harvard Law 
School and holds a master’s degree from New York U. 

A. Thomas Allin, Jr., Bruce Kniffen and W. Perry Neff 
appointed asst. trust officers in personal trust department. 


NEW YORK—UNITED States Trust Co. elevated Harry F. 
Hurley to vice president in the investment division where 
he continues supervision of investment management and 
trust accounts. He has been with the bank since 1936. Ap- 
pointed assistant secretaries were Robert E. Quin, Earl] A. 
Samson, Jr. and Lucius Wilmerding. Samson is an account 
administrator in personal trust; Quin senior analyst and 
Wilmerding an account executive in the investment division. 
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TROY — William M. Connors, vice 
president and trust officer of MANU- 
FACTURERS NATIONAL BANK, elected a 
director. Connors, a graduate of the 
Stonier Graduate School of Banking, 
joined the bank in 1937. He is chair- 
man of the trust policy committee of 
Marine Midland Corp. and is on the 
faculty of New York State Bankers 
School of Trusts and Estate Admin- 
istration. ; 





4 
WILLIAM M. CONNORS 
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N. E. PIKE 
Cleveland 


H. J. LAMBACHER 
Cleveland 


RICHARD D. FLINN 
Pittsburgh 


UTICA—J. Robert Ash advanced to associate trust officer 
at MARINE MIDLAND TRUST Co. OF MOHAWK VALLEY. Ash 
joined Marine Midland in 1959 from the staff of John Kellam 
Associates where he specialized in pension planning and 
estate analysis. 


NORTH CAROLINA 
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ASHEVILLE — Frederick L. Roden- 
beck promoted to senior vice president 
and senior trust officer at First Union 
NATIONAL BANK OF NORTH CAROLINA, 
Rodenbeck is in charge of the trust 
administration section of the Western 
North Carolina offices. He is secretary- 
treasurer, trust division of North Caro. 
lina Bankers Association, and _ secre- 
FREDERICK L. RODENBECK tary of the new Western North Caro- 
lina Estate Planning Council. 

William J. Reese, formerly with the State Department of 
Internal Revenue inheritance tax section, named asst. vice 
president and trust officer in charge of all the trust depart- 
ment’s tax reports. 








WASHINGTON—F. A. Arthur, formerly trust officer with 
WaAcHOVIA BANK & TRusT Co., joined the BANK OF WASH- 
INGTON as vice president and trust officer. 


OHIO 


CLEVELAND—CLEVELAND TRUST Co. promoted to vice 
presidents C. S. Cudney (trust investment), H. J. Lambacher 
(estates), and N. E. Pike (estate planning division) ; to as- 
sistant secretary — P. B. Edgar (corporate trust) ; to asst. 
trust officer — J. W. Jonke (estates). 
CLEVELAND—NATIONAL City BANK appointed J. Warren 
Hall a trust investment officer. 


CLEVELAND—Appointed trust officers at UNIoN COM- 
MERCE BANK are: James C, Cox, David G. Kay and Ralph 
V. Thoma, and asst. trust officers: Thomas J. McGuire and 
David D. Owen. 

COLUMBUS—OnI0 NaTIONAL BANK named Robert 4H. 
Bartholomew a trust officer. 


HAMILTON—Donald W. Fitton elected chairman of First 
NaTIONAL BANK & TruUsT Co., Russell W. Thomas named 
president to succeed him; Richard J. Fitton and Vaden Fit- 
ton, vice presidents and asst. trust officers. 
LIMA—William R. Foulkes will retired on March 1 as ex 
ecutive vice president and trust officer of First NATIONAL 
BANK & TRUST Co. 


YOUNGSTOWN—F. F. Jackson advanced to asst. trust 
officer at UNION NATIONAL BANK. 
OKLAHOMA 


OKLAHOMA CITY—Liperty NATIONAL BANK & TrusT C0. 
named Phil Allen, Homer Paul and Morris Pitts asst. trust 
officers. 


PENNSYLVANIA 
LANCASTER—Robert Y. Garrett, Jr., formerly vice presi- 
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dent and trust officer, elected president of FARMERS BANK 
& Trust Co. succeeding G. H. Effing, elected chairman. 
Charles L. Van Dusen became executive vice president and 
assistant secretary. James H. Deily, Jr., senior trust officer, 
will serve also as secretary. Garrett is a gradute of Stonier 
Graduate School of Banking. Van Dusen, who joined Farmers 
Bank as asst. trust officer in 1956, is also a graduate of 
Stonier. 


PHILADELPHIA—At First PENNSYLVANIA BANKING & 
Trust Co. Clayton McElroy, Jr., retired as trust officer after 
37 year's of service. 


PHILA DELPHIA—Frederick F. Emhardt and Bruce H. 
Welch became asst. trust officers in the trust administration 
division of GIRARD TRUST CORN EXCHANGE BANK, and G. 
Morrow Smith an estate planning officer. 


PHILADELPHIA—Archibald Kellock, Jr. named asst. trust 
officer at the main office of PHILADELPHIA NATIONAL BANK. 


PITTSBURGH—Richard D. Flinn appointed trust officer of 
MELLON NATIONAL BANK & Trust Co. Flinn is a graduate 
of U. of Pittsburgh School of Law. 


READING—Donald E. Clark and Richard A. Knoll advanced 
to trust officers of BERKS CounTy Trust Co., Paul H. Light 
and John M. Ennis to asst. trust officers; and Lloyd H. Moll 
to estate planning representative. Clark is a graduate of 
Stonier Graduate School of Banking, Rutgers. Knoll is a 
graduate of Franklin & Marshall College and of Pennsyl- 
vania Bankers Association Trust Training School. 


SHARON—Roy F. Buchman, Jr. elected vice president in 
addition to his present title of trust officer at MCDOWELL 
NATIONAL BANK. Buchman is vice chairman of Group 7, 
Fiduciary Association. 

WILLIAMSPORT—WEst BRANCH BANK & TRUST CoO. 
elected Harold D. Hershberger, Jr. and asst. trust officer. 


SOUTH CAROLINA 


GREEN VILLE—James K. Graham appointed vice president 
and trust officer in charge of the Greenville trust department 
of SouTH CAROLINA NATIONAL BANK succeeding the late 
Clyde M. Gaffney, Jr. Since 1955 Graham has been a 
vice president and trust officer of JOHNSTOWN (Pa.) BANK 
& Trust Co. He recently was elected a Fellow of the Amer- 
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JAMES R. GRAHAM 


GUERRY SNOWDEN 


LEwIis J. FRAMPTON 


ican College of Probate Counsel and was serving as a 
Member of the Pennsylvania Bankers Association Trust 
Division’s Executive Committee. Graham was one of the 
founders of the U. of Pittsburgh Law Review. 

Guerry Snowden named vice president and trust officer 
to head the trust investment division; and Lewis J. Framp- 
ton advanced to vice president and trust officer. Snowden, 
who joined SCN in 1953, is a graduate of Fordham U. Law 
School and is treasurer of the Greenville Symphony Associa- 
tion. Frampton joined the trust department in 1957, and 
isa graduate of The Citadel. He is attending Stonier Gradu- 
ate School of Banking at Rutgers U. 


TENNESSEE 


JOHNSON CITY—Jack Morris advanced to vice president 
and trust officer at HAMILTON NATIONAL BANK; James G. 
Burleson elected asst. trust officer. 7 


MEMPHIS—Ira C. Denton promoted to vice president and 
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IRA C. DENTON 
Memphis 


J. D. FRANCIS 
Dallas 


B. J. Crow 
Fort Worth 


senior trust officer of First NATIONAL BANK. Denton joined 
the trust department in 1928. The board granted the request 
of Troy Beatty, Jr., senior vice president and trust officer, 
that he be relieved of administrative ‘responsibilities of the 
trust department in order to devote more time to consulta- 
tion, estate planning and other matters of importance to 
the department’s clientele. 


NASHVILLE—First AMERICAN NATIONAL BANK appointed 
Brannon Huddleston asst. trust officer. 


NASHVILLE—Donald F. Phillips elected trust officer at 
THIRD NATIONAL BANK. Phillips is a graduate of Peabody 
College. 


TEXAS 


DALLAS—John D. Francis elected president of MERCANTILE 
NATIONAL BANK, Milton F. Brown chairman of the execu- 
tive committee and chief executive officer, and Robert L. 
Thornton, Jr., executive vice president. Francis joined the 
bank in 1925 carrying checks as a runner to the Clearing 
House. Among many civic activities he is a director of the 
Dallas Chamber of Commerce and on the Advisory Board of 
the Salvation Army. Brown, president since 1947, has been 
with the bank 43 years. Advanced to trust officers were Paul 
H. Raines, Thomas Sieling and Edward H. Tenison; to asst. 
trust officer, Thomas P. Jones III. 


DALLAS—Troy V. Post elected board chairman and Jack G. 
Lawrence president and chief executive officer of NATIONAL 
BANK OF COMMERCE, replacing Maurine Jacobs who was 
president and trust officer. Lawrence recently resigned as ex- 
ecutive vice president of TExAS BANK & Trust Co., Dallas, 
to join Dallas’ oldest bank under its new ownership. Henry 
A. Hickman, vice president and trust officer, continues as a 
director. 
FORT WORTH—B. J. Crow and H. T. Webster promoted 
to vice presidents and trust officers of First NATIONAL BANK. 
Crow joined the bank in 1948 and Webster in 1936, the latter 
being a past president of Fort Worth Chapter of the Amer- 
ican Institute of Banking. Both are members of Fort Worth 
Business and Estate Council. 

John L. Beck and O. T. Youngblood, Jr. named asst. vice 
presidents and trust officers; Shirley R. Clark, Jr. and Paul 
J. Harmon, Jr., trust officere and assistant cashiers. 


FORT WORTH—At Fort WortTH NATIONAL BANK William 
Paul Weathers named asst. trust officer. Weathers joined 
the trust investment section in 1956 after graduation from 


U. of Texas with a B.B.A., and also holds an M.B.A. from 
Christian U. 





H. T. WEBSTER 
Fort Worth 


ERNEST STAVENHAGEN 
Galveston 


THOMAS D. ANDERSON 
Houston 
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PATRICK H. REAGAN GRIFFIN B. DEAL 
San Antonio Norfolk 


JOHN H. SPENCER 
San Antonio 


GALVESTON—Ernest Stavenhagen promoted to vice presi- 
dent and trust officer of First HUTCHINGS-SEALY NATIONAL 
BANK. A graduate of Stonier Graduate School of Banking, 
Rutgers U., Stavenhagen was first employed by the bank in 
1938. 

HOUSTON—Harold L. Penn advanced to trust officer at 
Houston BANK & Trust Co. and B. E. Frazier elected asst. 
trust officer. Penn joined the Bank as head of trust ac- 
counting in 1958. Frazier joined as trust accountant in 1957. 
He is a graduate of Rice U. and U. of Houston Law School. 





POO 
HOUSTON—NAatTIONAL BANK OF COM- 
MERCE elected chairman R. P. Doherty 
also president to succeed Marvin K. 
Collie who resigned. Charles W. Hamil- 
ton promoted to senior vice president 
and senior trust officer; Thomas D. An- 
derson to senior vice president and 
trust officer; and A. L. Lewis, Jr. to 


asst. vice president and trust officer. CHARLES W. HAMILTON 





SAN ANTONIO—Patrick H. Reagan and John H. Spencer 
advanced to trust officers at Frost NATIONAL BANK. Reagan 
has been with the bank since 1954, Spencer since 1953. 


VIRGINIA 


DANVILLE—Miles Poindexter, II, recently promoted to vice 
president and trust officer of AMERICAN NATIONAL BANK & 
Trust Co., also elected a director. 





toto I 

LYNCHBURG—First NATIONAL TRUST & SAVINGS BANK 
elected Paul E. Sackett president and chief executive officer 
succeeding Robert C. de Rosset, who became board chairman 
succeeding James R. Gilliam, Jr., the latter becoming chair- 





PAUL E. SACKETT S. H. WILLIAMS, Jr. JOSEPH R. WYATT, JR. 


man of the trust committee. Gorham B. Walker, Jr. made 
executive vice president. Samuel H. Williams, Jr. became 
vice president and trust officer, succeeding Sackett as head 
of the trust department. Also promoted to vice president and 
trust officer was Joseph R. Wyatt, Jr. 

Sackett received his BA from U. of Virginia in 1929 and 
his LL.B. in 1931. He then practiced law until he joined 
the bank in 1938. Williams has been with the trust depart- 
ment since 1946, is a Phi Beta Kappa graduate of U. of 
Virginia. Wyatt is a 1943 graduate of Virginia Military 
Institute, joined the Bank that year and is a member of 
American Bankers Association Committee on Trust Opera- 
tions and the Virginia Bankers Association Committee on 
Trusts. 
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NORFOLK — Edwin R. MacKethan, 
senior vice president and trust officer 
of NATIONAL BANK OF COMMERCE, 
elected a director. MacKethan, head of 
the trust department, joined the bank 
in 19388. Holder of a B.S. in Commerce 
from U. of North Carolina and a LL.B. 
from George Washington U., he is also 
a graduate of Stonier Graduate School 
of Banking at Rutgers. He is a mem- 
ber of the Committee on Relations with 


Supervisory Authorities, Trust Division, American Bankers 
Association. 


E. R. MACKETHAN 


Griffin B. Deal, who joined the Bank in 1952, promoted 
to vice president and trust officer; J. J. Cronin, who came 
in 1946, to corporate trust officer in charge of that division, 
Deal attended the College of William and Mary and JU, of 
Virginia. 

Mrs. Noma Reid Brice advanced to assistant cashier and 
named director of advertising and public relations, succeed- 
ing W. Kelly Scott who assumes advanced duties in the 
business development division. Mrs. Brice joined the bank 
on retirement from the Navy in 1957 as senior WAVE off- 
cer on the staff of the Commandant, Fifth Naval District, 
She received A.B. and M.A. degrees from U. of Michigan 
and has completed additional graduate work at George 
Washington U. 





NORFOLK—Vernon D. Wright elected asst. trust officer 
at SOUTHERN BANK. Wright joined the trust department last 
February as administrative assistant; formerly he was in 
the law department of Virginian Railway Co. for 15 years. 


RICHMON D—First & MERCHANTS NATIONAL BANK named 
Harry I. Schuttee, Jr. as trust officer. 
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RICHMOND—L. Burwell Gunn elected executive vice presi- 
dent at STATE-PLANTERS BANK OF COMMERCE & TRUSTS; 
Robert A. Browning, Jr., corporate trust officer, elected 
secretary of the bank. Gunn, who heads the trust depart- 
ment, started his banking career in 1922 as a runner and 
clerk, He is a member of the American Bankers Association 
Committee on Trust Policies, and past president of the 
Estate Planning Council of Richmond, and was general cam- 
paign chairman for the 1960 American Red Cross Fund 
Campaign for the Richmond-Henrico-Chesterfield area which 
reached a record high. 





WASHINGTON 


SEATTLE—Merritt L. Foubert promoted to asst. trust off- 
cer at NATIONAL BANK OF COMMERCE. 


SEATTLE—Paciric NATIONAL BANK promoted Robert E. 
Lewis from vice president and trust officer to vice president 
and senior trust officer in addition to remaining a director. 
Glen L. Danbom advanced to vice president and trust officer. 





GERSHOM C. ROWLAND 
Tacoma 


ROBERT E. LEwIsS 
Seattle 


GLEN L. DANBOM 
Seattle 
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JOSEPH E. NADEAU 
Montreal 


JOHN W. MILLAR 
Toronto 


James H. SULLIVAN 
Milwaukee 


SEATTLE & SPOKANE—At SEATTLE-First NATIONAL 
BANK Edward West, Jr. main office, and W. Todd Elias, 
Spokane, elected vice presidents and trust officers. Promoted 
to asst. vice presidents and trust officers were: David E. 
Ellison, Christian Johnson and George A. Springer, all main 
office. 

West and Elias started with the trust department at the 
main office in 1948, and both are members of the Washington 
State Bar Association. Ellison, who joined the trust de- 
partment in 1950, is also a member of the Bar; and Johnson 
and Springer started with the Bank as messengers in the 
early 20’s. 





tok tok 
TACOMA—NATIONAL BANK OF WASHINGTON advanced 
Gershom C. Rowland to senior vice president and trust offi- 
cer. Rowland was with his father and uncle, H. G. and Dix 
H. Rowland, in private practice of law in Tacoma from 
1938, and joined the bank in 1950. 





WEST VIRGINIA 
WHEELING—A. D. Bowie retired as vice president and 


trust officer of SEcuRITY TRUST Co. where he has been in 
charge of the trust department since 1929. 


WISCONSIN 


MILWAUKEE—James H. Sullivan elected asst. vice presi- 
dent and trust officer of MARINE NATIONAL EXCHANGE BANK, 
in the pension division of the trust department. Sullivan 
started with the Bank in 1935 as a messenger. Two assistant 
secretaries (trust) are William G. Konrad and Robert 
Krogman, the former manager of trust accounting and the 
latter assistant manager of the pension division. 


RACINE—First NATIONAL BANK & TRUST Co. promoted 
Geroldine L. Thome and J. Vincent Hood to trust officers, 
and Philip R. Smith to asst. trust officer. 


WYOMING 


LARAMIE—First NATIONAL BANK promoted F. H. Miller 
to vice president and trust officer and L. L. Britton to asst. 
vice president and asst. trust officer. 


CANADA 


ST. JOHN’S, NEWFOUNDLAND—At MOontTREAL TRUST 
Co. J. A. Nesbitt named manager, having formerly been with 
the Winnipeg office. 


MONTREAL, TORONTO, REGINA, VANCOUVER, HALI- 
FAX—CANADA PERMANENT TRUST Co. appointed John W. 
Millar assistant general manager at Toronto; Joseph E. 
Nadeau assistant general manager at Montreal; G. A. J. 
Wilson, former manager at Regina, manager at Vancouver 
and succeeded at Regina by S. Morgan Brock; George S. 
Hawkins manager of Halifax. 
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MERGERS, NEW TRUST POWERS, 
CHANGE OF NAME & 
NEW BRANCHES 


Los Angeles & San Francisco, Cal. — 
Merger of CALIFORNIA BANK and First 
WESTERN BANK & TRUST Co. was ap- 
proved January 19 by the Federal Re- 
serve Board, thus permitting the crea- 
tion of a new statewide banking chain 
to be known as UNITED CALIFORNIA 
BANK. (cf. T&E 12/60 p. 1179 & 11/60 
p. 1102). Physical merger will take place 
about the end of February. Frank L. 
King, chairman of the board of Cali- 
fornia Bank, with Clifford Tweter as 
president; Francis S. Baer, board chair- 
man of First Western, will serve as 
board chairman, San Francisco. The or- 


ganization in San Francisco, headed by 
Baer, will have autonomy in directing 
activities of the northern district of the 
bank. 


Los Angeles & San Francisco, Cal. — 
The new FIRST WESTERN BANK & TRUST 
Co., with 66 branches, to be formed Feb- 
ruary 27, emerges out of the merger of 
CALIFORNIA BANK and First WESTERN 
BANK & Trust Co. (see preceding item). 


Mont E. McMillen, president and chief 
executive officer of First Western, be- 
comes board chairman and chief execu- 
tive officer of the new institution, Dar- 
win A. Holway president. Senior vice 
presidents John Boyce-Smith and Kirk 
Jeffrey will direct headquarters in Los 
Angeles (556 S. Spring Street) and San 
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Francisco (235 Montgomery Street), re- 
spectively. Trust departments will be 
established at both headquarters. 

Coral Gables, Fla. — City NATIONAL 
BANK will open a new trust department 
in March under the supervision of Presi- 
dent Ira F. Willard, an attorney, who 
was formerly city manager of Hopewell 
and Alexanderia, Va., Coral Gables and 
Miami. 

Lexington, Ky. Stockholders of 
First NATIONAL BANK & TRUST Co, and 
SecurITY TRUST Co. voted approval of 
merger, but minority holders in Security 
are appealing a Circuit Court ruling 
that held Security had the right to vote 
its stock held in trust. According to at- 
torneys, if the trust stock had not been 
tallied with the pro-merger votes, the 
resulting total would not have constituted 
the two-thirds majority required. The 
consideration also is under attack from 
Lexington’s four other banks, which have 
registered formal protests with regula- 
tory agencies in Washington. 

Gardner & Worcester, Mass. — GARD- 
NER TRUST Co. and WORCESTER COUNTY 
NATION‘L BANK consolidated under the 
name of the latter. 

South River, N. J. — First NATIONAL 
BANK of South River has changed its 
name to First NATIONAL BANK OF MID- 
DLESEX COUNTY. 

Alamogordo, N. M. — OTERO COUNTY 
STATE BANK received approval to exer- 
cise trust powers. 
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UNUSUAL OPPORTUNITY 


New So. Calif. Bank opened last year 
which has already reached $8,000,000 in 
total resources and is now applying for 
trust powers will need an experienced cap- 
able trust officer in his 40’s or early 50’s to 
head up department this Fall. Send full de- 
tails to Louis Lancaster, Ch. Executive 
Committee, Santa Barbara National Bank, 
P. O. Drawer JJ, Santa Barbara, Calif. 











New York, N. Y. — Directors of 
MANUFACTURERS TRUST Co. and THE 
HANOVER BANK approved merger of the 
two institutions to be known as MANU- 
F‘CTURERS HANOVER TRUST Co. If ap- 
proved by stockholders, voting on March 
8, and regulatory authorities, the new 
bank will be third largest in New York 
City and fourth in the United States, 
with total resources of more than $6 
billion, operating 128 offices in the city. 

Horace C. Flanigan, chairman of 
Manufacturers, will become chairman of 
the executive committee, William S. 
Gray, chairman of Hanover, will become 
chairman of the finance committee. 
Charles J. Stewart, president of Manu- 
facturers, will be board chairman, R. E. 
MeNeill, Jr., Hanover president, will be 
president of the merged bank. Among 
the five executive vice presidents, Reese 
H. Harris, Jr. of Hanover will be in 
charge of the combined trust depart- 
ments. 

New York, N. Y. — Directors of seven 
banks approved organization of MORGAN 
NEW YoRK STATE CORPORATION to ac- 
quire outstanding capital stock (except 
directors’ qualifying shares) of these 
banks and thereafter operate as a bank 
holding company. The banks are: Mor- 
GAN GUARANTY TRUST Co. (New York), 
MANUFACTURERS & TRADERS TRUST CoO. 
(Buffalo), LINCOLN ROCHESTER TRUST 
Co. (Rochester), NATIONAL COMMERCIAL 
Bank & Trust Co. (Albany), FIRstT 
Trust & Deposit Co. (Syracuse), 
ONEIDA NATIONAL BANK & TRUST CoO. 
OF CENTRAL NEW YorK (Utica) and 
First-City NATIONAL BANK (Bingham- 
ton). At year-end the seven banks re- 
ported total resources of over $6 billion 

(Continued on page 147) 
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Indiv ‘duals sceking positions in trust 
departments may have free listing 
(maximum seven lines). Responses 
to listings should be addressed to the 
Code number shown, care of “Trusts 
and Estates,” for forwarding. 


Attorney, 38, six years probate, trust 
and tax work with large Chicago bank; 
six years general law practice with 
emphasis on real estate and probate; 
will relocate. 12-1 


Trust officer, ten years experience in 
small department, desires opportunity for 
advancement in new location. General 
knowledge of operations, administration, 
taxes and investments. Willing to spe- 
cialize. Graduate of Stonier GSB. Middle 
thirties, married. 12-2 


Lawyer, 31, six years concentrated ex. 
perience in all aspects of estates and 
trusts with two Wall Street law firms, 
seeks position with progressive law firm 
or trust company. 12-3 


Attorney, 38, formerly in trust de- 
partment, experienced in estates and 
trust planning and administration, inter- 
ested in position in charge of administra- 
tion or in business development. 12-4 


Trust and estate administrator, 34, 
seven years in administration in medium 
size trust department. Desires position 
as assistant trust officer in medium size 
trust department, 12-5 


Certified public accountant, financial 
officer of leading company. Experienced 
financial planning, taxes, trusts, wills, 
estates. Desires executive position. Box 
111, Bay Station, Brooklyn 35, N. Y. 


Senior trust officer available. Depart- 
ment head caliber with top legal educa- 
tion. This will interest you if your bank 
needs a superbly qualified, sales minded 
executive with proven ability for a spot 
commanding $20,000 plus. Under 40. 11-2 
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Tax Dangers in 


confidence in a trustee is often the 
reason a beneficiary of an inter vivos 
or testamentary trust is given a right to 
invade corpus. The grantor does not 
wish his property to pass outright, yet 
at the same time he does not want the 
trustee to have complete discretion as 
to when an invasion of principal is 
advisable or required by the terms of 
the trust. 

When the grantor also desires to pro- 
tect the beneficiary against the income 
tax, the situation becomes more in- 
volved. Trust beneficiaries cannot avoid 
a tax on trust income which the trustee 
is unauthorized to accumulate,’ and as 
a result some power to accumulate is 
necessary if the income is to be retained 
- and taxed to the trust in years when 
the beneficiary’s income is high.” This, 
however, more completely removes the 
beneficiary from the economic benefits 
of the trust and tends to strengthen the 
grantor’s conviction that the beneficiary 
must be given an invasion power exer- 
cisable by himself alone. 

However, a grantor who anticipates 
substantial tax savings by empowering 
the trustee to distribute or accumulate 
income may well be disappointed if the 
beneficiary is also given an annual 
power of invasion. The existence of the 
beneficiary’s power can per se minimize, 


if not completely frustrate, these expec- 
. tations. 


7. GRANTORS LACK OF COMPLETE 


The right to invade trust corpus re- 
quires a beneficiary to return as in- 
come that part of the total trust income 
attributable to the amount of corpus 
subject to his power of invasion.® Under 
existing law, this income is taxed to the 


See, e.g., Koepfli, 11 T.C. 352 (1948); Sec. 662 (a) 
(1), 1954 Code 

*The five-year throwback rule of the 1954 Code, 
Section 666, has discouraged but not ended the use- 
i fulness of trusts for the purpose of minimizing in- 
| dividual income tax liability. See, Browne ‘‘Five- 
1 Year Throwback and Separate Share Rules — Util- 
| "ation by the Trust Draftsmen,” 14 N.Y.U. Insti- 





| tute on Federal Taxation 463 (1956). 
cP Penheimer, 16 T.C. 515 (1951); Emery, 5 T.C. 
006, aff'd. 156 F. 2d 728 (1st Cir., 1945), cert. den. 


829 U.S. 772; Russell, 45 B.T.A. 397 (1941); Sec. 
678, 1954 Code. 


Fesruary 196] 


LESLIE T. JONES, JR. 





The author, a member of the Arizona and 
California State Bars, was from 1955 to 1959 
a trial attorney in the office of the Chief 
Counsel, Internal Revenue Service. He is 
now associated with the law firm of Evans, 
Kitchel & Jenckes in Phoenix, Ariz. 





beneficiary as its direct owner and is 
excluded from the gross income of the 
trust for the same reason.* The proposed 
addition of Section 664 to Subchapter 
J of the Code would vary this to the 
extent that the income would pass 
through the trust and be considered an 
amount distributable to the beneficiary. 

To the extent of this income, there- 
fore, the relative benefits of having the 
trust or the beneficiary taxed is a matter 
that cannot be controlled by the trus- 
tee’s power to accumulate. Further, a 
practical problem is created under ex- 
isting law with respect to the benefici- 
ary’s actual receipt of this income. 

All income generated by trust assets 


4E.g. Conant, 7 T.C. 453 (1946); Mallinckrodt v. 
Nunan, 146 F. 2d 1 (8th Cir., 1945), cert. den. 324 
U.S. 871; Secs. 671, 678, 1954 Code. 


SENEFICIARY'S RIGHT TO INVADE TRUST 


is trust income from the trustee’s view- 
point, and for the beneficiary to actu- 
ally receive the income in question there 
must be a trust distribution. Trust dis- 
tributions, however. are categorized by 
Subchapter J as being. in general, first 
distributions from distributable net in- 
and thereafter distributions of 
whatever net income the trust has ac- 
cumulated in the preceding five-year 
period. Therefore, if the beneficiary is 
actually to receive possession of the 
funds on which he has been taxed with- 
out imposition of an additional tax due 
to the distribution itself, the trust must 
have first distributed all such income. 
No accumulation of current income can 
be made. If the beneficiary is in a high 
income tax bracket, it can be less ex- 
pensive to forego receiving the income 
on which he has been taxed since this 
would only follow the receipt of addi- 
tional amounts of taxable income. The 
result is to leave the beneficiary with a 
tax liability on funds he cannot eco- 
nomically possess in the period taxed. 


Presumably proposed Section 664, which 


come 
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would channel this income through the 
trust, would avoid this problem. 


In many cases the amount of trust 
income that would be attributable to 
whatever corpus is subject to invasion 
would be relatively small and the ab- 
sence of any choice as to whether the 
trust or the beneficiary shouid be taxed 
would not be too important. This con- 
sequence of the beneficiary’s power to 
invade, however, could well be the very 
least of his problems and the defeat of 
the grantor’s tax-saving expectations. 

If a beneficiary should exercise a 
power to invade, the fact that the power 
relates to corpus does not mean the 
funds withdrawn are non-deductible by 
the trust and non-taxable to the benefi- 
ciary. The exercise of a power to in- 
vade would effect a distribution re- 
quired by the terms of the trust, and 
the taxable status of any distribution is 
determined by the provisions of Sub- 
chapter J. To the extent the trust has 
current net income a distribution re- 
quired by the exercise of the power 
would be deductible by the trust and 
taxable to the beneficiary under Section 
662. If the distribution exceeded current 
distributable net income it would then 
be subject to the five-year throwback 
rule of Section 666. Only when the dis- 
tribution exceeded all current and ac- 
cumulated net income would an inva- 
sion permit funds to be received by the 
beneficiary in a non-taxable distribution. 
The tracing requirement of the 1939 
Code is no longer of significance in the 
average case, and whether the funds 
could be traced to corpus or income as 





a matter of fact would not alter this 
statutory pattern.” 


The effect of a beneficiary’s mere pos- 
session of a power to invade, however, 
is unclear. As already mentioned, the 
beneficiary’s possession of an unexer- 
cised power will not avoid a tax liability 
on the income earned by the corpus 
subject to invasion. Further, a benefi- 
ciary possessing a direct right to trust 
income is taxed whether the income is 
distributed or not. In both cases, the 
beneficiary is taxed on the theory that 
for purposes of taxation his right to the 
income is as good as its receipt. But if 
this is so, then it would seem to follow 
that a right to corpus is equally as good 
as its receipt. While generally this would 
be the right to a non-taxable fund and 
a matter of little interest to the govern- 
ment, the provisions of the 1954 Code 
which define the taxability of any dis- 
tribution in terms of distributable net 
income appear to change the signifi- 
cance of such a power in years when the 
trust has net income. 


A beneficiary’s right to a distribution 
based on a power to invade entitles him 
to a distribution that would seem no 
different from one arising from a direct 
right to trust income. In either case 
taxation would depend on the trust’s 
distributable net income. The effect of 


5Apparently to support the enactment of proposed 
Section 664 the contention has been made that a dis- 
tribution due to the exercise of a power of invasion 
might be considered non-taxable. See, Berall, ‘‘Pend- 
ing Legislative Changes in the Taxation of Short 
Term and Controlled Trusts,” 15 Tax Law Review 
167 (1960) at 187. Such a conclusion would seem 
contrary to Section 662(a) (2), and inconsistent in 
various respects with the supposed need of Section 
663 
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possessing either of these interests in q 
trust would also seem to involve no 
particular difference when the trust has 
income. The beneficiary’s failure to ex. 
ercise a right to invade has the same 
result as if an income beneficiary were 
to seek to avoid taxation by having the 
trustee retain income to which he was 
entitled. If the right is as good as the 
receipt, however, possession of the 
power could be construed to mean the 
beneficiary has constructively received 
a distribution taxable to the extent of 
the lesser of the corpus subject to in. 
vasion and the trust’s distributable net 
income. 

Proposed Section 664 would appear 
to require this conclusion. Subsection 
(a)(1)(A) provides that if a person 
other than the grantor of a trust has 
a power exercisable by himself alone to 
vest an amount of corpus or income in 
himself, such amount shall be treated as 
an amount of corpus or income required 
to be distributed currently.® Further, the 
provisions of Section 664(a) (2) also 
would require the beneficiary to report 
the income generated by the amount 
subject to invasion. It should be noted 
that no exception is made for powers of 
invasion limited to $5,000 or 5% of cor- 
pus, such as is true with respect to 
estate taxation of property subject to 
a power. 

Quite clearly if a power to invade, 
exercised or not, is to be considered the 
equivalent of the beneficiary’s right to 
current income, the trustee’s authoriza- 
tion to accumulate in order to minimize 
the beneficiary’s tax liability could be 
made almost meaningless in many cases. 
No cases have been discovered in which 
the government has raised an argument 
such as the one outlined, but Subchap- 
ter J is replete with areas that have not 
been fully explored and little comfort 
or safety can be derived from this. The 
proposed enactment of Section 664, 
moreover, would appear to eliminate 
any question as to the undesirability of 
combining a beneficiary’s power to in 
vade with a trustee’s power to accumu 
late if the opportunity to minimize the 
beneficiary’s future income tax lability 
is expected to be a factor of importance. 


®6See Illustration No. 1, S. Report No. 1616, 86th 
Congress, 2nd Sess., 56. 
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e Edward C, Edens, Jr., vice president | 


and trust officer, Bank of the Southwest, 
Houston, was the guest speaker for the 
Oak Forest Parent-Teachers Association 
on February 16. His topic was “Estate 
Planning for the Protection of Your 
Children.” 
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MERGERS 
(Continued from page 144) 


which would rank the group third among 
panking entities in New York State and 
fourth in the United States. 

Henry C. Alexander, chairman of Mor- 
gan Guaranty, will be chairman and 
chief executive officer of the holding 
company; Lewis G. Harriman, chairman 
of Manufacturers & Traders, and John 
W. Remington, president of Lincoln 
Rochester, will be vice chairman; John 
M. Meyer, Jr., senior vice president of 
Morgan Guaranty, will be president; 
Charles W. Millard, Jr., executive vice 
president of Manufacturers & Traders, 
will be executive vice president; and Wil- 
liam R. White, vice president of Morgan 
Guaranty, will be senior vice president. 
All will retain their present positions 
in respective banks. It is expected that 
the head office of the holding company 
will be in Albany and that each bank 
will retain its present name. 

New York & White Plains, N. Y. — 
Directors of BANKERS TRUST Co. (New 
York) and County Trust Co. (White 
Plains) ave authorized action to ac- 
complish the affiliation under a _ plan 
whereby a holding company, known as 
New YorK HOLDING CORPORATION, would 
become a registered bank holding com- 
pany owning the stock of both banks. 


Allentown & Bethlehem, Pa. — Fol- 
lowing official consolidation of LIBERTY 
BanK & Trust Co., Allentown, into UN- 
iON BANK & TrRusST Co., Bethlehem, trust 
officers named by the board are: William 
J. Toohey, senior vice president; Donald 
H. Miller, vice president and trust offi- 
cer; Harry F. Hauck, asst. vice presi- 
dent and trust officer; R. Emmet Green, 
asst. secretary and asst. trust officer; 
David W. Kidd, asst. secretary. Frank 
M. Cline, former president and trust offi- 


cer of Liberty Bank, elected a vice presi- 
dent. 


Rapid City, S. D. — Rap City Na- 
TIONAL BANK, affiliate of RAPID CITY 
Trust Co., changed its name to AMER- 
ICAN NATIONAL BANK. 


Corpus Christi, Tex. — GUARANTY 
Trust Co., recently organized to operate 
solely as a corporate fiduciary, is the 
Successor to the trust division of GUAR- 
ANTEE TITLE & TRUST Co., which has 
been actively in the trust business for 
More than thirty years. The personnel 
heretofore employed in the trust division 
are carrying on the trust activities of 
the new company. 

Beeville, Tex. COMMERCIAL Na- 
MONAL BANK has been granted trust 
powers, 

Liberty, Tex. — First Liperty Na- 


MONAL BANK has been granted trust 
powers. 


Odessa, Tex. — First NATIONAL BANK 
has been granted trust powers. 


Casper, Wyo. — Security BANK & 
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Trust Co. has received limited trust 
powers and at present will handle only 
escrows and minor trust transactions. 
Donald K. Hogoboom, vice president and 
cashier, is now also trust officer. 

Brampton, Ont., Canada — BRITISH 
MorTGAGE & TRUST Co. will open a new 
branch next month at 11 Main Street, 
with A. J. Russell as manager and H. 
T. Young assistant manager. 

Brockville, London, Ottawa & Sudbury, 
Canada — New branches opened by 
MONTREAL TRUST Co. are, with their 
managers: London, 160 Dundas Street, 
A. E. Hetherington (previously manager 
of Brockville, being succeeded there by 
F. L. Mason) ; Ottawa, 77 Albert Street, 
C. D. Robertson (formerly of Toronto 
office); Sudbury, Cedar and Durham 
Streets, D. R. Kester (formerly asst. 
manager at Halifax). 


A A A 
FIDUCIARIES ELECT 


Corporate Fiduciaries 
New York City: 


President: John R. McGinley, ad- 
ministrative vice president, Marine Mid- 
land Trust Co. 

Vice Pres.: Charles M. Bliss, executive 
vice president, Bank of New York 

Sec.-Treas.: Kenneth A. Hackler, trust 
officer, First National City Bank. 


Trust Operations Officers’ Association of 
Philadelphia: 

President: C. Leslie Applegate, trust 
officer, First Pennsylvania Banking & 
Trust Co. 

Vice Pres.: Joseph A. Halbeisen, vice 
president and trust officer, First Camden 
(N.J.) National Bank & Trust Co. 

Sec.-Treas.: Luman Beitler, assistant 
vice president, Wilmington (Del.) Trust 
Co. 


Association of 


Tennessee Bankers Association, Trust Di- 
vision: 

President: Overton Thompson, Jr., vice 
president and trust officer, Nashville 
Bank & Trust Co. 

First V.P.: William Richmond, vice 
president and trust officer, National Bank 
of Commerce, Memphis 

Second V.P.: Erwin Russ, trust officer, 
First National Bank, Kingsport 

Sec.-Treas.: W. A. Byrn, Jr., trust 
officer, Commerce Union Bank, Nashville. 


A A A 
IN MEMORIAM 
Miami, Fla. — Oscar S. CAPLAN, vice 


president and trust officer of CENTRAL 
BANK & Trust Co., and former judge of 
probate court of Cook County, III. 


Kansas City, Kans. — MAuvrice L. 
BREIDENTHAL, JR., president and trust 
officer of SEcURITY NATIONAL BANK. 


Minneapolis, Minn. — WILLARD W. 
HOLMES, vice president of NORTHWEST- 
ERN NATIONAL BANK. 


A AA 


ESTATE PLANNING: COURSE 


The 15th annual session on estate plan- 
ning will be conducted on eight consecu- 
tive Tuesday evenings beginning Febru- 
ary 21 under the auspices of New York 
University’s Division of General Educa- 
tion. Joel Irving Friedman of the New 
York Bar will again give the course 
which costs $45. 


Subjects to be covered are: initial 
planning considerations, marital deduc- 
tions, life insurance, wills, trusts and 
powers of appointment, special types of 
trusts (two sessions), and buy-out agree- 
ments. 





ALMOST A CENTURY OF EXPERIENCE AND 
PROMPT RESPONSE TO YOUR REQUIREMENTS 


are among the reasons Hospital Trust is uniquely 


equipped to fill your fiduciary needs in Rhode Island. 


| RHODE ISLAND 


HOSPITAL TRUST 
COMPANY 





New England’s Oldest Trust Company 
Founded in 1867 
15 Westminster Street, Providence 
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Newspaper Advertising 


“Keeping Families and Family Funds 
Together” is the “heart of our business” 
according to an ad from First National 
Bank, Minneapolis. The provision of 
“sensible worry-free management of 
their trusts . . . created with the coop- 
eration of their lawyers, whose services 
are essential” is backed up by “the 
knowledge that there is always standing 
by a human, encouraging source of un- 
derstanding on problems big or small.” 

“Mr. B’s Will said this ... . but this 
is what it really meant . . .” These words 
in an ad from Frost National Bank, San 
Antonio, are accompanied by a clause 
from the will appointing the wife sole 
heir and executrix as well as two “items” 
that explain what this will mean to her 
in terms of work and worry and what 
it will mean to the children in terms of 
failure to save the second tax on some 
part of the estate. The ad suggests dis- 
cussion of the estate plan with trust off- 
cers and one’s attorney “who should 
draw your will and advise you on all 
legal matters pertaining to it.” 


“Grampa, just one more?” Joannie 
asks of her grandfather who is reading 
stories to her in the ad of Halton & 
Peel Trust & Savings Co., Oakville, Ont. 
The ad points up the special relationship 
that exists between grandfathers and 
grandchildren and telis about the plans 
this grandfather has made in his will. 


“In making a will one bad apple can 
spoil the barrel” observes an ad of 
Trenton (N.J.) Trust Co. The reader is 
advised that one small error can cause 
the court to declare an entire will in- 
valid. “Have your lawyer draw it. He 
has the experience to avoid such pit- 


falls.” 


“A new flexible investment service 
for pension and profit sharing trusts” 
in an ad from Hamilton National Bank, 
Chattanooga, proves to be the dual-fund 
plan for investment of such trusts. What 
it is, what it gives to participants, and 
who can participate are outlined in the 
ad. 


Trust Film 


A new film on banking services — 
“The Personal Touch” — developed by 
Northwestern National Bank, Minneapo- 
lis, approaches trust department services 
from two points of view: the business 
and the home. 

In one scene a banker is visiting .a 
clothing manufacturer’s shop and the 
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ON THE PUBLICITY FRONT 


Narrator explains that the bank wants 
to keep in touch — “personal touch, 
right on the spot” -—— with the indus- 
tries it serves. Service means, among 
other things, “helping businessmen with 
planning pension programs for their 
employees.” 

A later scene, taken inside the trust 
department, finds the Narrator saying, 
“It’s easy to understand how our trust 
services become important to every- 
body. It’s a good feeling to have money 
in the bank but, as the years go by, 
there’s an even better feeling . . . the 
rewards of living by plan, using our 
trust services to safeguard the future. 
No wonder parents tell their children 
that having a lawyer draw up that will 
and talking it over here in the bank is 
just as important as adequate life in- 
surance ... This man has already com- 
pleted his own trust arrangements which 
reach into the lives and education of 
the grandchildren. Now he wants his 
son and his wife to get acquainted with 
our Trust Department. We'll help him 
plan for the future. And if anything 
should happen to his wife and himself, 
the trust fund left to the children would 
be managed wisely for them by the 
bank — providing a flexible fund tail- 
ored to meet their specific needs as they 
grow older. Banks are able to help each 
generation because, you see, banks and 
bankers are always there.” 


During this narration the viewers see 
the various members of the family com- 
ing in to talk together at the trust offi- 
cer’s desk. In this case the “customers” 
are professional actors, although gener- 
ally employees play all other 
throughout the film. 


roles 





Forums 


A series of four Finance Forums jp 
November and December was spon. 
sored by Third National Bank, Nash. 
ville. More than 200 doctors and dep. 
tists attended the first one where they 
heard a panel of economists and finan. 
ciers, moderated by Joseph Bickford, 
vice president, Bankers Trust Co., New 
York, discuss investments. The subjects 
discussed included corporate and muni- 
cipal bonds, first mortgage real estate, 
common stocks and investment trusts, 
U. S. Representative J. Carlton Loser of 
Nashville commented on the proposed 
Keogh bill, and the evening speaker was 
Dr. Arthur A. Smith, economist of First 
National Bank, Dallas. 

Some 350 attended the second meet. 
ing, designed for home owner and busi- 
ness and professional women. Various 
aspects of estate planning were dis. 
cussed by Miss Nancy Mitchell, trust 
officer of Equitable Trust Co., Baltimore. 
At the third forum a panel discussed 
methods and systems, labor relations, 
term loans, and pension plans before a 
group of 300 businessmen. Pension 
plans were explained by H. Leroy Aus. 
tin, the bank’s vice president and trust 
officer, and president Sam M. Fleming 
discussed “How the Bank Can Help.” 

At the final forum, 200 practicing at- 
torneys heard Professor A. James Cas. 
ner of Harvard Law School speak on 
“Tax Hazards in Income Taxation of 
Trusts and Estates.” 

Oneida National Bank & Trust Co. of 
Central New York, Utica, reports that 
the Women’s Finance Forum, now in its 
10th year, and the annual dinner for 
members of the Oneida, Herkimer and 
Madison County Bar Associations, held 
for the seventh time, both proved highly 
successful. 








Scene from the Trust Department sequence in the new film on banking services produced 
by Northwestern National Bank of Minneapolis. The trust officer is vice president 


Alex Kraemer. 
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@ ENT LITERATURE | 
By RAYMOND F. GREGORY 
Seghers, Reinhart & McCall, New York 





Books 


The World of Law 


Edited by EPHRAIM LONDON. Simon and 
Schuster, 630 Fifth Ave., New York 20 ($17.50; 
2 volumes). 


Mr. London has selected and edited 
for his two-volume library of the great 
literature of the law an extensive com- 
pilation of essays, opinions, stories, 
plays, transcripts of testimony and 
records of famous trials, and has divided 
these for presentation under two group- 
ings: The Law in Literature and The 
Law as Literature. 


Selections concerning lawyers, judges, 
jurors, and witnesses and stories of 
cases and trials appear under the first 
grouping. Included here are works of 
Cervantes, Charles Dickens, Guy de Mau- 
passant, Jack London, Anton Chekhov, 
Anatole France and more recent selec- 
tions, such as Agatha Christie’s “The 
Witness for the Prosecution” and the 
court martial episode from Herman 
Wouk’s “Caine Mutiny.” We must also 
mention excerpts from the works of Wil- 
liam Faulkner, Honore de Balzac, Somer- 
set Maugham, the entire text of Ter- 
rence Rattigan’s “Winslow Boy,” Robert 
Benchley’s “Take the Witness,” and 
stories from the pens of Bret Harte, O. 
Henry and Mark Twain. 


In his introduction, Mr. London ex- 
presses the hope that the second volume 
of the anthology will prove that “court 
proceedings, testimony, arguments, pleas 
and judgments, and the discussion of 
legal theories . . . may be read as liter- 
ature if the expression and thought are 
of a high order.” Offered in evidence in 
proof of his point is an impressive as- 
semblage of learned opinions of Brandeis, 
Holmes, Cardozo, Douglas and Frank- 
furter, and such other notable legal 
statements as Robert Jackson’s summa- 
tion at the Nuremberg trials and the 
concluding statement of Clarence Dar- 
tow in the Sweet case. A complete roster 
of all the works included in this second 
Volume would be too lengthy for in- 
clusion here, but some of the other 
Writers whose works have been included 
and who must be cited are Montaigne, 
Francis Bacon, George Bernard Shaw, 
H. L. Mencken, and Oscar Wilde. 


Reflections of a Trustman 
GILBERT THOMAS STEPHENSON, Trust 
Division, The American Bankers Association, 12 
E. 36th St., New York 16 (297 pp.; $7.50). 


This volume is a compilation of arti- 
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cles written by Mr. Stephenson over a 
period of years for publication in The 
Trust Bulletin. Although the author 
characterizes these articles as reflections 
on the career of a trustman, they appear 
to be more than that for the tone of the 
work is prospective as well as retro- 
spective. Younger generations of trust- 
men should profit from the experiences 
of a man long versed in the problems of 
this field. 

Included among the author’s “reflec- 
tions” are chapters on developing trust 
business, soliciting and advertising, rela- 
tions with the public, fiduciary princi- 
ples and policies, advanced trust edu- 
cation, trust research in the United 
States, and government supervision of 
trust business. 


Internal Revenue Code 


Commerce Clearing House, 4025 W. Peterson 

Ave., Chicago 46 ($4.50). 

This soft-cover volume contains in- 
come, estate, and gift tax provisions of 
the Internal Revenue Code and includes 
amendments to the Code made by the 
86th Congress in 1960. Some of the more 
important of the new provisions affect 
real estate tax accruals, the foreign tax 
credit, deductions for medical expenses 
and the care of students in the home, and 
include new sections (856-858) which 
provide for the taxation of real estate 
investment trusts. 

What is particularly noteworthy of 
this edition of the Code is the inclusion 
of the source of each section of the 1954 
Code in the 1939 Code along with notes 
indicating whether the 1954 provision is 
completely new or substantially un- 
changed. A topical index and a cross 
reference table from the 1939 sections 
to the 1954 sections augment its useful- 
ness. 


R&R 1961 Tax Handbook 


Edited by EDWIN H. WHITE, Research & Re- 
view Service cf America, Inc., 123 W. North St., 
Indianapolis 9 (243 pp.; $1.85). 

Subject of the first part of this hand- 
book are answers to over 260 questions 
which are frequently encountered by life 
underwriters and other members of the 
estate planning team and which deal 
with the tax status of life insurance, 
endowment and annuity policies. This 
latest edition reflects all the recent 
changes and developments in the regu- 
lations, rulings, and decisions. The ques- 
tions cover a wide range of topics, but 
typical of the list are queries concern- 
ing business insurance, policies as col- 
lateral, employee annvity plans, dis- 
ability benefits, pension and profit-shar- 
ing plans, and taxation of policy pro- 
ceeds. 

Part II offers a very brief and general 
discussion of taxation of corporations in- 
cluding subchapter S corporations, the 
individual income tax, and the Federal 
estate tax. Included here are income 


tax, gift tax, and estate tax rate tables 
and annuity tables. Part III sets forth 
statutes relating to pension trusts. 


SUPPLEMENTS 


Trust Administration and Taxation 
WALTER L. NOSSAMAN. Matthew Bender & 
Co., Albany, N. Y. 


Appearance of the 1960 supplement of 
this two-volume treatise recalls not only 
the high calibre of the work but its 
unusual scheme for preserving its cur- 
rency. In addition to the traditional type 
of pamphlet supplementation, there are 
also provided some 300 replacement 
pages for the text itself. This is made 
possible by the loose-leaf binding for 
which the publishers are noted. The re- 
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sult is that the supplement itself is kept 
within manageable limits, making the 
reader’s task simpler. 


Bogert on Trusts 


GEORGE G. BOGERT. Vernon Law Book Co., 
Kansas City, Mo. 


Nearly 2,000 points of trust law are 
covered in the recently issued 1960 sup- 
plement to the 13-volume standard. Cover- 
ing the two year period ending with last 
September first, the new material deals 
not only with case developments but such 
legislative trends as statutory validation 
of pour-over trusts, fiduciary transfer of 
securities, and judicial modification of 
trust instrument. New Treasury Regu- 
lations find their way into the treatment 
of trust tax questions. Additions to the 
forms make those volumes even more 
useful. 


ARTICLES 


Uniform Principal and Income Act, 
Section 5: Constitutionality of its 
Retroactive Application 


LAWRENCE P. KING, Washington University 


Law Quarterly, December, 1960 (St. 
$1.25). 


Louis; 


The Uniform Principal and Income 
Act, which incorporates the Massachu- 
setts rule of allocating all stock divi- 
dends to trust corpus, has been widely 
adopted to curtail difficult problems aris- 
ing in this area. However, its applica- 
bility to trusts created prior to adoption 
of the Uniform Act has been questioned. 
Two cases have dealt with the constitu- 
tional validity of the retroactive pro- 
visions of the Act, but because each 
court differed in its conception of the 
nature of an income beneficiary’s proper- 
ty rights, divergent determinations re- 





The author briefly reviews the ‘history 
of retroactive legislation in the United 
States and discusses rules relating to 
trust administration that have been 
changed retroactively by judicial de- 
cision or legislative enactment. He con- 
cludes that the retroactive provisions of 
the Act are not violative of the due 
process clause of the Fourteenth Amend- 
ment. 


Who, What and Why of Estate Plan- 
ning 

JAMES C. WRIGGINS, Estate Planners Quar- 

terly, December, 1960 (215 W. 34th St., New 

York; annual subscription $10). 

This article is addressed to the lay- 
man and discusses generally the need 
for estate planning, the elements that 
enter into an estate plan, methods of 
estate analysis, and some of the devices 
and tools that are frequently employed 
to insure the passage of property with 
a minimum of shrinkage. The bulk of 
the article is given over to a discussion 
of the place of insurance and the use 
of annuities in estate planning, and with- 
in this context more specific areas such 
as capital transfers, gifts to minors, and 
liquidity are briefly examined. 


Post-Mortem Estate Planning, or The 
Maryland Executor’s Eight Tax 
Returns 
G. VAN VELSOR WOLF, Maryland Law Re- 
view, Fall, 1960 (Redwood and Greene Streets, 
Baltimore 1; $1.00). 

Within 15 months of the demise of a 
resident of Maryland and the qualifica- 
tion of his executor, the executor must 
generally file eight tax reports or re- 
turns. If the executor has a thorough 
understanding of income, estate, and in- 
heritance tax principles bearing upon 
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the preparation of these reports and 
returns, he will be afforded many op- 
portunities to initiate measures that may 
give rise to substantial tax savings. The 
author analyzes each of the requisite re. 
ports and returns and indicates some of 
the opportunities an executor may have 
for post-mortem estate planning in the 
preparation of these reports and returns 
and in the distribution of the estate’s 
assets. 

In the nature of an addendum to the 
main study, the author offers a com. 
mentary on the moral and personal lia. 
bility of an executor to protect the 
estate in the various areas of post- 
mortem estate planning. The reader is 
led to conclude with the author that 
appointment of a family member as ex. 
ecutor can no longer be sanctioned and 
the designation of a trained specialist — 
a lawyer or trust officer — is mandatory, 


An Ounce of Prevention Means Dol- 
lars to Your Estate 

LESLIE A. HEATH, The Journal of Accoun- 

tancy, January 1961 (270 Madison Ave., New 

York 16; $.85). 

The author presents a number of case 
histories which clearly indicate that a 
certified public accountant should pro- 
vide for the orderly disposition of his 
practice upon his death. In many areas 
of the country professional accounting 
societies have devised written plans for 
such emergencies, and, to illustrate their 
operation, the “Bridgeport Plan” is 
briefly explained. Following an explana- 
tion of the work of the American Insti- 
tute of CPA’s in this area, the author 
lists a series of practical suggestions for 
preserving the value of an accounting 
practice. 


Permanency as a Requisite of Tax 
Qualified Pension and Profit-Shar- 
ing Plans 


ISIDORE GOODMAN, Taxes, January, 1961 
(4025 W. Peterson Ave , Chicago 46; $1.00). 


Permanency is a basic requirement for 
the qualification of a pension or profit- 
sharing plan under Section 401(a) of 
the Internal Revenue Code, but no speci- 
fied duration is prescribed for a perma- 
nent plan. A plan may be terminated, 
curtailed, suspended or modified without 
losing qualification provided valid rea- 
sons exist for such action. The facts in 
each case are determinative and Mr. 
Goodman in this paper offers a number 
of case histories illustrative of the ap- 
plication and operation of IRS rules in 
this area. 


Qualifying under Final Kintner Rules 


BERNARD WOLFMAN and JOSEPH W- 
PRICE, 3rD, Journal of Taxation, February, 
1961 (147 E. 50th St., New York 22; $1.50). 


In 1954, a group of doctors, who had 
joined together for the purpose of con- 
ducting a group medical practice, con- 
vinced the Court of Appeals for the 
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Ninth Circuit that the group should be 
cdassed as a corporation and its mem- 
pers entitled to the benefits of a qualified 
pension plan (Kintner 216 F.2d. 418). 
The Revenue Service at first declined to 
follow the decision but modified its posi- 
tio in 1957 when it determined that an 
organization, if it possessed the neces- 
sary attributes, would be taxable as a 
corporation. The lack of a basic criteria 
for determining what are the “necessary 
attributes’ has plagued tax advisors 
ever since. The Treasury has finally is- 
sued final regulations under section 7701, 
relating to definitions, and the authors 
offer in this article a well documented 
and detailed analysis of the new regula- 
tions and an examination of some of 
the areas where problems will arise. 


North Carolina’s New Intestate Suc- 
cession Act 


FREDERICK B. McCALL, W. BRYAN BO- 
LICH and NORMAN A. WIGGINS, North 
Carolina Law Review, December, 1960 (Chapel 
Hill; $1.25). 

Last year, the General Assembly of 
North Carolina enacted the Intestate 
Succession Act which became effective 
July 1, 1960 and which is applicable to 
estates of persons dying on or after that 








1 CENTRAL ILLINOIS 
PUBLIC SERVICE COMPANY 


SPRINGFIELD, ILLINOIS 


DIVIDENDS 


A dividend of Fifty-three cents (53¢) 
per share on the Common Stock has 
been declared, payable March 10, 
1961, to stockholders of record at the 
close of business February 20, 1961. 


Quarterly dividends on the 4%, 4.25%, 
4.92% and 5.16% Cumulative Pre- 
ferred Stocks have been declared, pay- 
able March 31, 1961, to stockholders 
of record at the close of business 
March 17, 1961. 


C. C. Bredehoft, Treasurer 
February 7, 1961 
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INDUSTRIES, INCORPORATED 


Common Dividend No. 165 


A dividend of 622¢ per 
share on the common 
stock of this Corporation 
has been declared pay- 
able March 15, 1961, to 
stockholders of record at 
close of business Febru- 
ary 24, 1961. 


C. ALLAN FEE, 
Vice President and Secretary 





February 3, 1961 


Fesruary 1961 


date. Prior to this time, descent of real 
property had been governed by legisla- 
tion enacted in 1808 and the statutes 
which governed distribution of personal 
property resembled the English Statute 
of Distributions enacted in 1670. In the 
first of three papers presented in this 
Review, Professor McCall recounts the 
history of the long struggle for revision 
and examines generally the philosophy 
of the Act. Professor Bolich’s article fol- 
lows with a general discussion of the 
impact of the new legislation on election, 
dissent, and renunciation, and the con- 
cluding article by Professor Wiggins 
analyzes the distributive provisions. 


Taxation of Distributions from Quali- 
fied Pension or Profit-Sharing Plans 


MARCUS D. GRAYCK, Taxes, January, 1961 
(4025 W. Peterson Ave., Chicago 46; $1.00). 


Persons instrumental in the adoption 
of a qualified pension or profit-sharing 
plan are so involved in the mechanics 
of installing the plan that they often 
fail to consider the complexity of the 
problems of ultimate distribution to the 
beneficiaries. If the problems involved in 
distribution are recognized from the out- 
set, a great deal can be done to prevent 
considerable effort at the time of distri- 
bution. The author analyzes the major 
tax consequences of distributions from 
qualified plans, and more specifically, 
examines tax aspects of lump sum dis- 
tributions, periodic cash distributions, 
and distributions in kind. 


The Rule Against Perpetuities — A 
Comparison of Some Common Law 
and Civil Law Jurisdictions 
MAX A. POCK, St. John’s Law Review, Decem- 


ber, 1960 (96 Schermerhorn St., Brooklyn 1; 
$1.25). 


The civil law places emphasis upon the 
doctrine of absolute and undivided owner- 
ship of property, and therefore, future 
interests and the rule against perpetui- 
ties has less significance in civil law 
jurisdictions than in common law coun- 
tries. But nonetheless, the civil legal sys- 
tem, as a matter of practical necessity, 
has arrived at similar institutions in 
order to meet similar needs. The author 
review the history of Roman Law against 
perpetuities and compares its modern 
derivatives with common law concepts. 


Court of Appeals Rejects Section 102 
Penalty in Stock Redemption 
RICHARD L. GREENE, Journal of Taxation, 
February, 1961 (147 E. 50th St., New York 22; 
$1.50). 

Four years ago, the Tax Court, in 
Pelton Steel Casting Co., held that a 
purchase by a corporation of fifty per 
cent of its shares from the estate of a 
stockholder subjected the corporation to 
the accumulated earnings tax. Recently, 
in Mountain State Steel Foundries, the 
Court of Appeals for the Fourth Cir- 
cuit rejected the underlying theory of 


the Pelton decision and arrived at an 
opposite determination, The author of 
this article believes this to be a landmark 
case in that the decision recognizes 
fundamental business realities and re- 
affirms the principle that a stock re- 
demption of itself furnishes no basis for 
imposition of accumulated earnings tax. 


SIDELIGHTS i . 

(Continued from page 116) 
hardly fail to raise total expenditures 
sharply, in spite of the President’s re- 
iterated intent not to unbalance the 
Eisenhower budget. Majority opinion of 
financial observers was that the message 
contained inflationary undertones for 
the future. 
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THE DAYTON POWER 
AND LIGHT COMPANY 


DAYTON, OHIO 

154th Common Dividend 
The Board of Directors has declared 
a regular quarterly dividend of 60c 
per share on the Common Stock of 
the Company, payable on March 1, 
1961 to stockholders of record at 
the close of business on February 
14, 1961. 

GEORGE SELLERS, Secretary 
February 3, 1961 

















AMERICAN ELECTRIC 


POWER COMPANY, Ine. 
vr 





204th Consecutive Cash Dividend 
on Common Stock 


° pote quarterly dividend of Forty- 

seven cents (47c) per share on the 
Common Capital Stock of the Company, 
issued and outstanding in the hands of 
the public, has been declared payable 
March 10, 1961, to the holders of record 
at the close of business February 10,1961. 


W. J. ROSE, Secretary 
January 25, 1961. 























YALE & TOWNE 
, 292nd Quarterly Dividend 


37V2¢ a Share 
Payable: 

April 1, 1961 
Record date: 
Mar. 20, 1961 


Declared: 


Jan. 26, 1961 


Elmer F. Franz 
Vice President 
and Treasurer 


THE YALE & TOWNE sfc. co. 
Lock and Hardware Products since 1868 
Materials Handling Equipment since 1875 


Cash dividends paid every year since 1899 
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ESTATE TAX 


Bonds acceptable at par in payment of 
estate taxes to be valued at par. Included 
in decedent’s estate were United States 
Treasury bonds having par value of 
$475,000, but market value of less than 
par at date of death. Federal estate 
taxes exceeded $1,900,000. All bonds 
were of type acceptable at par in pay- 
ment of estate taxes but executor chose 
to apply only two $100,000 bonds in pay- 
ment of federal taxes. In determining 
estate tax, bonds were valued at par. 
Estate later brought action for refund 
for overpayment attributable to excess 
valuation of bonds. District Court held 
that proper valuation was market price. 
Commissioner appealed. 


HELD: District Court reversed. In 
valuing property, all relevant facts and 
elements of value as of valuation date 
must be considered. To extent bonds can 
be used to pay federal estate taxes, their 
value is at least par; where they cannot 
be used, their value is their market price. 
Bankers Trust Co., Exr. v. U. S., 2d Cir., 
Dec. 12, 1960. 


Charitable remainder contingent on is- 
sue not deductible. Decedent created re- 
vocable inter vivos trust. Income was 
payable to his secretary for life and 
upon her death, trust principal was to 
be distributed to her surviving issue. If 
no issue survived, principal was to be 
paid to charitable foundation. At time 
of decedent’s death, secretary was 47 
years of age, had been married for 17 
years and was childless. Since trust was 
revocable, full principal was includible 
in grantor’s estate. Estate claimed de- 
duction for charitable remainder which 
Commissioner disallowed, 

HELD: For Commissioner. After re- 
viewing statistical evidence of likelihood 
of life tenant. giving birth during her 
lifetime, court concluded that chance 
that charitable remainder would be de- 
feated was not so remote as to be neglig- 
ible. Since bequest, therefore, was not 
presently ascertainable, charitable de- 
duction was denied. Bankers Trust Co., 
Exr. v. U.S., D.C.S.D. N.¥., Dec. 30, 1960. 


Inclusion of trust property in estate 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 
Foosaner, Saiber & Schlesinger, Newark, New Jersey 





“eg 
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actuarially valued. Decedent created irre- 
vocable trust providing that income 
from trust fund should be accumulated 
and added to principal for six years. 
Grantor retained no right to alter, 
amend, revoke or terminate trust. At 
end of six-year period, grantor was to 
receive $100 per month from net income 
of trust, or if necessary from principal, 
for his life. Similar sum was to be paid 
to his wife for life. Upon death of sur- 
vivor, trust would terminate and distrib- 
ution of principal and accumulated in- 
come was to be made to grantor’s sur- 
viving children. Trustee had discretion 
to use up to $5,000 of net income during 
lifetime of grantor and wife in event 
of illness or other emergency. Decedent 
died before monthly income payments be- 
came due. Commissioner included entire 
value of inter vivos trust in decedent’s 
estate on ground that he retained re- 
versionary interest in property, value of 
which exceeded 5% of value of property. 


HELD: For estate. Amount includible 
in estate is amount which is required to 
yield regular payment of $100 per 
month to commence on date fixed, such 
value to be computed by use of actuarial 
and mathematical tables compiled on 
basic 342% return. Court also held that 
right to widow’s support under Oregon 
statute did not accrue until order grant- 
ing it, and therefore did not qualify for 
marital deduction. United States Nation- 
al Bank v. U. S., 188 F. Supp. 322. 


INCOME TAX 


Interest paid on corporation’s purchase 
of own stock held to be deductible. Dece- 
dent had been partner in steel casting 
business. Upon his death, his widow and 
two daughters succeeded to his fifty per 
cent interest in partnership. Business 
was later incorporated. Widow and 
daughters were not happy with their 
corporate interest since they took no 
part in active conduct of business, and 
they required more income than uncer- 
tain dividend declarations were provid- 
ing. This led to demand that business be 
sold. No buyer could be found at price 
fixed. Accountant then suggested that 
corporation buy stock with minimum 


cash payment, balance to be paid over 
extended period, with interest at four 
per cent. Agreement was entered into, 
On its income tax return, corporation 
deducted interest payments made on 
notes. Commissioner disallowed deduc. 
tion on theory that purchase of stock 
impaired capital of company, and there- 
fore obligations were unenforceable and 
invalid. Commissioner also imposed pen- 
alty surtax for unreasonable accumula- 
tion of surplus on theory that. stock- 
holder could have bought stock had he 
been willing to accept personal obliga- 
tion of sellers, and then declared addi- 
tional dividends to provide source of 
funds for payment. Corporate purchase, 
Commissioner contended, therefore, es- 
tablished use by stockholder of corpora- 
tion for avoidance of surtaxes for un- 
reasonable accumulation of income. 


HELD: For taxpayer. Purchase did 
not impair capital, in violation of state 
law, where price fixed for assets exceed- 
ed book value and obligation to pay was 
subordinate to rights of any creditors. 
Where, as here, stockholders have con- 
flicting interests, corporation is affected. 
Resolution of conflict determining 
whether business be sold or liquidated 
serves corporate purpose. Obligation in- 
curred was valid and subsisting, and use 
of corporate funds to pay such obliga- 
tion did not indicate disbursements 
amounted to unreasonable accumulation 
of surplus by corporation. Mountain 
State Steel Foundries, Inc. v. Comm. 
4th Cir., Nov. 7, 1960. 


Shares owned by trustee for benefit of | 


minor children beneficially attributed to 


family. Taxpayer sold building to corpo | 


ration in which he and wife and two 
minor children owned 79.54% of stock. 
Children were also beneficiaries of two 
trusts which owned 12.21% of stock. 
Commissioner determined gain on sale 
was ordinary income since more that 
80% of transferee’s stock was beneficially 
owned by taxpayer-transferor. Taxpaye 
contended that Commissioner’s Regula 
tions under Section 1239 of 1954 Code, 
interpreting ownership to include bene 
ficial ownership, were invalid. 


HELD: For Commissioner. Regulation 


’ TRUSTS AND EsTATES 





reasol 
used 

to for 
C. 2. 
Dec. ¢ 


Inc 
grant 
benefi 
vestm 
incom 
ued t 
contr’ 
disres 
grant 

HE 
had 
trol ¢ 
divid 
him. 
was 
Com 
1960. 


Ta 
mark 
Taxy 
est 
value 
Prop 
paye 
less 
$500 
was 
grou 
lish 

H 
heri 
valu 
fede 
proy 
Com 
1960 


E 
rem: 
abili 
irre 
com 
chat 





Fey 





ae 





over 
four 
into, 
tion 
on 
duc. 
tock 
lere- 
and 
pen- 
ula- 
tock- 
d he 
liga- 
uddi- 
e of 
hase, 


0ra- 
- un- 


. did 
state 
ceed- 
Was 
itors. 
con- 
acted. 
ining 
dated 
mn in. 
d use 
bliga- 
nents 


ntain 
omm., 


fit of 
ed to 
orpo- 
1 two 
stock. 
f two 
stock. 
1 sale 
than 
icially 
payer 
egula- 
Code, 
bene- 


lation 


ATES 


yeason bly interprets word “owned” as 
used in statute, and must be sustained 
to forestall practice covered by statute. 
C. D. Mitchell v. Comm., 35 T.C. No. 58, 
Dec, 30, 1960. 


Income from grantor trust taxable to 
grantor. Taxpayer created trust for 
benefit of church. He also formed in- 
vestment trust which was sole source of 
income for first trust. Grantor contin- 
ued to exercise complete dominion and 
control of trust property. Commissioner 
disregarded trusts and taxed income to 
grantor. 

HELD: For Commissioner. Taxpayer 
had and retained same powers of con- 
trol as if he had owned property as in- 
dividual. Income of trust was taxable to 
him. Interest paid on notes given to trust 
was not deductible. P. V. Eldon v. 
Comm., T.C. Memo. 1960-289, Dec. 30, 
1960. 


Tax basis of inherited property is fair 
market value for estate tax purposes. 
Taxpayer inherited four-fifteenths inter- 
est in certain property. Property was 
valued at $500,000 in estate tax return. 
Property was later condemned, and tax- 
payer received for his interest amount 
les than four-fifteenths of original 
$500,000. Taxpayer claimed loss which 
was disallowed by Commissioner on 
ground that taxpayer could not estab- 
lish basis for his interest in property. 

HELD: For taxpayer. Basis of in- 
herited property was share of market 
value of property as determined for 
federal estate tax purposes. Loss was 
properly deductible. C. N. Williams v. 
Comm., T.C. Memo 1960-275, Dec. 23, 
1960. 


REVENUE RULINGS 


Estate Tax: Allowance of charitable 
remainder deduction dependent on sever- 
ability. Taxpayer transferred property to 


nm} irrevocable trust, providing for life in- 
lation | 


come to son and remainder to qualified 
charitable organization. Trust further 














“T forgot to spray my head.” 


Courtesy American Management 


Assn.’s “Management Review”’ 





provided that trust corpus could be in- 
vested in stock of regulated investment 
companies and that dividends received, 
which represent capital gains realized 
from sale of securities owned by such 
companies, were to be treated as corpus 
to be held for benefit of charitable re- 
mainderman. 

Service rules that under facts here, 
charitable interest is severable from 
non-charitable interest and its present 
worth can be actuarially determined. Such 
value is accordingly deductible for tax 
purposes. However, had instrument pro- 
vided that capital gains be treated as 
income and paid to life tenant, then 
charitable interest is not severable from 
non-charitable interest since no formula 
is available for ascertaining value of 
charitable interest. No deduction would 
then be allowable for income, estate or 
gift tax purposes with respect to trans- 
fer. Rev. Rul. 60-385, I.R.B. 1960-52, p. 15. 


Procedure outlined for payment of es- 
tate tax in installments. Section 6166 of 
1954 Code provides that under certain 
conditions where closely held business 
interest is included in gross estate of 
decedent, and value of such _ interest 
represents certain proportion of estate, 
executor may elect to pay part or all of 
estate tax in installments. Such election 
must be filed with District Director of 











Protect your mortgage investments wich 


Berks Title Insurance policies. Berks Title offers full 
service to corporations and individuals who buy, lease or 
otherwise invest in real estate. 


Saths (Jitle INSURANCE COMPANY 


READING, PENNSYLVANIA 


Agencies throughout Pennsylvania... Delaware... Maryland . . . Virginia 
West Virginia... District of Columbia...New Jersey... Ohio...Florida 
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Internal Revenue in manner and form 
set out in Commissioner’s Regulations. 
If it appears election does not meet 
requirements of Section 6166, executor 
will be given opportunity to confer with 
District Audit Division before final de- 
cision regarding election is reached. De- 
cision to reject election will not be sub- 
ject to appeal or review by Regional 
Appellate Division. Where election meets 
requirements, no notice will be given. 
Executor can assume election is accept- 
able if he is not advised to contrary. 
Rev. Proc. 60-33, I.R.B. 1960-50, p. 20. 


Estate Tax: Discharge of property 
from Federal tax lien under foreclosure 
sale. Property was sold at foreclosure 
sale commenced by holder of encum- 
brance senior in right to Federal tax 
lien. Under applicable state law, such 
proceeding discharges all junior liens. 

Service rules that under these circum- 
stances, foreclosure proceedings also dis- 
charge junior Federal tax liens outstand- 
ing against property. There is no provi- 
sion in Internal Revenue Code authoriz- 
ing Service to issue certificate of dis- 
charge of lien in cases where such fore- 
closure sale has been concluded, and ac- 
cordingly none will be issued. Technical 
Information Release No. 282, Dec. 22, 
1960. 
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ESTATE PLANNING COUNCIL ACTIVITIES 


A new council — Western North Car- 
olina Estate Planning Council has been 
created with headquarters in Asheville. 
This council includes trust officers, at- 
torneys, accountants and life underwrit- 
ers. Secretary is Frederick L. Roden- 
beck, senior vice president and senior 
trust officer, First Union National Bank 
of North Carolina. 

Another newly organized group is the 
Baton Rouge Estate & Business Planning 
Council, whose officers are: Pres. Alvin 
B. Rubin, of Sanders, Miller, Downing, 
Rubin & Kean; Vice Pres. Edgar A. 
Sowar, executive vice president and trust 
officer, Louisiana National Bank; Sec’y 
Robert E. Bowlus, CLU; Treas. Alex 
Postelthwaite, CPA. 

Birmingham, Ala. — Plato G. Britton, 
trust officer, First National Bank, was 
elected president at the annual business 
meeting on January 11. Other new offi- 
cers are: First Vice Pres. — James H. 
Faulkner, attorney; Second Vice Pres. 
— James V. Corr, C.P.A.; Sec.-Treas. 
— J. Frank Curry, life underwriter. 

Montgomery, Ala. — Willard Ped- 
rick, professor of law at Northwestern 
University, was to have spoken on “The 
Marital Deduction” at the January 26 
meeting, but adverse weather caused 
postponement until February 21. 

Southern Arizona, Tucson “A 
Trust Officer’s Practical Application of 
Theoretical Estate Planning” was dis- 
cussed by Carl E. Stanford, trust off- 
cer, First National Bank of Arizona, on 
January 16. This was the final talk in 





a series on the theme “Can There Exist 
an Estate Planning Team?” An article 
from the current issue of TRUSTS AND 
EsTaTEs was reviewed by David Prouty, 
life underwriter. 

Bakersfield, Cal. — January 10 was 
Ladies’ night and the visiting women 
heard a talk on the “Effect of Title 
Holding on Income and Death Taxes” 
by William R. Spinney, trust officer and 
manager, estate planning department, 
Title Insurance and Trust Co., Los 
Angeles. 

East Bay (Oakland, Cal.) — Kenneth 
Hufford, C.P.A., spoke on “Tax Effects 
of Corporate Payments to Widows” on 
January 9. 

San Francisco, Cal. — Officers elect- 
ed for the ensuing season are: Pres. — 
David L. Anderson, vice president and 
senior trust officer, First Western Bank 
& Trust Co.; Vice Pres. — George Ben- 
son, C.P.A.; Sec. — Wallace D. Cath- 
cart, C.P.A.; Treas. — Elwood T. Star- 
buck, of Prudential Insurance Co. of 
America. 

Washington, D. C. — The Seventh 
Annual Estate Planners Day sponsored 
by the Estate Planning Council and the 
Washington Chapter of the American 
Society of Chartered Life Underwriters 
was held at the Statler-Hilton Hotel on 
December 1. In the morning session 
speakers offered an analysis of an es- 
tate planning problem and in the after- 
noon audience participation widened the 
discussion. 


The speakers included: Edwin L. 
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Kahn, attorney; Morris B. Haritop } Trust 
C.P.A.; Vincent C. Burke, Jr., trug} Planni 
officer, Riggs National Bank; Leonarj} Gorry. 
L. Silverstein, attorney; Chester Rf on Jan 
Jones, C.L.U., general agent, Massachy.f Lon, 
setts Mutual Life Insurance Co. Devitt. 
East Coast (West Palm Beach, Flq,)} spoke’ 
—Donald T. Rave, director of fief Stock | 
training for the Mutual Life Insurancef uary 
Co. of New York, spoke on “Deferred Revent 
Compensation Under A Trusteed Plan’} puted 
on January 24. lecture 
Northeast Florida (Jacksonville) —| sity’s | 
A panel discussion on January 31, with} minist 
opportunity for audience participation} New 
as well, grappled with the details of ay § Trusts 
“Estate Planning Factual Situation” dis | Minor 
tributed beforehand to the membership, f Rules’ 
In general the problem involved a fam. by G 
ily business, children by a_ previous} ney. | 
marriage, and a semi-invalid son living | concl 
with the divorced first wife. was 
Southeast Florida (Miami) — “Mo. } cessfu 
tivating the Public to Take Advantage} Cle 
of Estate Tax Savings” was the sub- § consu 
ject presented on January 26 by A.M. f Inc., 
McNickle, vice president of Pittsburgh | “Valt 
National Bank. Inter 
Hawaii — The following officers were | Estat 
elected at the annual meeting on Janu- § were 
ary 27: Pres. — Quan Lun Ching, } fim, 
C.L.U., Prudential Life Insurance Co.; | analy 
Vice Pres.—Henry J. Sebastian, C.P.A; | busir 
Sec. — Harry Tanaka, attorney; Treas. | merg 
— Jack M. Banks, assistant vice presi}  “L 
dent, Hawaiian Trust Co., Ltd. sider 
Des Moines, Iowa — “Estate Plan- } life i 
ning — The Hard Way” was demon-} meet 


strated on January 11 in a talk by} lysts 


Willard Pedrick of the law faculty a} D 


Northwestern University. CL 

Baltimore, Md. — _ Congressman} agen 
Thomas B. Curtis of Missouri discussed } on J 
the pros and cons of Social Security on } Insu 


January 31. He is a ranking member of} 1 


the House Ways and Means Committee. } Prot 

Boston, Mass. — Michael D. Bach } ploy 
rach, C.P.A., spoke on the topic “In} by | 
Estate Planning the C.P.A. Should Pave | acco 
the Way” on January 25. (See pag Co,, 
100). east 

St. Louis, Mo. — “Teamwork in Es } ance 
tate Planning” was discussed by a panel Stey 
on January 9 consisting of Dave L.f tion 
Cornfeld, lawyer; Roy G. Mosher.) thes 
C.P.A.; William E. Rench, C.L.U. andp tod 
Hugh S. Hauck, vice president, Boat B 
men’s National Bank. Hal 

New Hampshire — On January 1’ CL. 


George Gordon, director of advanced} Pro 
underwriting services of the Mutulp 


Benefit Life Insurance Co. of Newark} Pa, 
N. J., spoke on “The Business Interes!} ‘nee 
ami 


in Estate Planning.” ! 
Eastern New York (Troy) — Ay by 


FER 


TRUSTS AND EsTATES 








ton, Trust ‘fficer’s Viewpoint on Estate tax examiner, Robert L. Ellison, vice 
rug} Planning” was given by William Mc- president and senior trust officer of West 
arf Gorry, ‘ice president, Hanover Bank, Branch Bank & Trust Co., and Malcolm 
RA on January 10. Muir, a lawyer. 

chy. Long ‘sland, N. Y. — James C. Mac- 
Devitt, Jr., New York tax counsellor, 
"a,)} spoke on the “Valuation of Closely Held 
eld Stock for Estate Tax Purposes” on Jan- 
ance uary 5. He was formerly an Internal the organization meeting on Januray 31. 
rredf Revenue Service conferee, settling dis- Pittsburgh, Pa. — On January 24 the E. G. Horn, vice president and trust offi- 
lan’} puted tax cases before litigation, and 4 “Fundamentals of Pension Planning” cer, First State Bank, Lufkin, is the first 
lecturer on taxes at New York Univer- were discussed by Edward M. Lupean, president. 

| —} sity’s Graduate School of Business Ad- 


with | ministration Se general agent, New England San Anionio, Texas — A discussion 
se 1fe. 
tin! New York, N. Y. — “Short-Term 


of some of the marital deduction pit- 
falls and the peculiarities evoked by the 

f anf Trusts and Other Arrangements for Thompson, Jr., vice president and trust , el 
dis | Minors and the Five-Year Throwback yr sag of Nashville a & Trust Co presence of community property in the 
ship, Rules” were discussed on January 23 4) January 26 discussed “Practical ‘As. estate was presented by Frank T. Rea, 
fam | by George Craven, Philadelphia attor- C.P.A., and tax manager for Price, 


yects of Trust Administration.” 
ow | rey. Many questions were wie se Oe I Waterhouse & Co. of Houston, at the 


Administration Under the Texas Pro- 
bate Code” was the subject of Marion 
Kenneth Woodward, professor of law, 
University of Texas School of Law, at 
Philadelphia, Pa. — Bernhart R. Sny- the January 19 meeting. 

der, C.L.U., assistant director of estate 
planning services, New England Mutual 
Life Insurance Co., spoke on “Deferred 
Compensation” on January 18. 





East Texas (Nacogdoches) — Deane 
Kanaly, trust officer, Bank of the South- 
west, Houston, was the guest speaker at 


Chattanooga, Tenn. — Overton 


: : " Corpus Christi, Texas — “Invest 17 . 
iving } conclusion of his talk and the meeting P “ rine nvestment January 17 meeting. 
as considered to be “thoroughly suc- Tee sien Canine a. Semeney Racine-Kenosha, Wis. — ““The Estat 
y pee 24 by Lee McMillan, senior account ex- Plann; “ or di , ry 7 
= ; ecutive, Merrill Lynch, Pierce, Fenner —— oe a oe y 
ntage | Cleveland, Ohio — Two management 9 cia}, George J. Laikin, Milwaukee attorney, 
sub- § consultants from Management Planning. i 


vy author and tax authority, at the Janu- 
\. M. | Inc., of Princeton, N. J., discussed the Py oa * yon oe, ary 26 meeting. 
urgh “Valuation of a Closely Held Business > ’ 


ss = : federal taxation at S.M.U., spoke on Toronio, Ont. — A panel discussion 
Interest” on January 17 meeting of The “Cc Probl mg one dP “Def ac a a 
were | Estate Planning Council. The speakers fi ee ” Whe ” : ane = Cc _— de 2. mI te ey re 
> . nal : “ t ] 3 t t 
a Edie ©. Gee, fe. pecctian of he t aring Plans ncluding Com ucted on January e participants 
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JosEPH D. STOCKTON, vice president 
and treasurer of Illinois Bell Telephone 
Co., bequeathed $10,000 or 10% of his 
gross estate, whichever is the lesser, to 
Williams College, and directed payment 
of $1,000 cash bequests to each of his 
two brothers and to the American Red 
Cross. He provided for his family 
through a marital deduction trust for 
his wife and a residuary trust, to be 
divided into equal and separate funds, 
for his children. 

The trustees are to distribute the in- 
come and as much of the principal of 
the residuary trust as is necessary for 
the support and education of the chil- 
dren, and any remaining income is to be 
accumulated and added to principal. Af- 
ter attaining age 30, or upon Mrs. 
Stockton’s death, whichever occurs last, 
the trustees may distribute one-half of 
the principal if a beneficiary so re- 
quests. The beneficiaries are given a 
power of appointment of the remaining 
principal. If in the judgment of the 
trustees, the income distributable to Mrs. 
Stockton from the marital deduction 
trust and from all other sources is in- 
sufficient to provide for her support in 
the manner in which she was accustomed, 
the trustees may pay over to her, in 
the order named, the principal of the 
marital deduction trust and the ircome 
and principal of the trust created for the 
benefit of his children. 

Named as trustees are Mrs. Storkton 
and Chicago Title and Trust Co. If she 
should relinquish her right to distribu- 
tions from the residuary trusts, she may 
remove the corporate trustee. The same 
parties are designated executors. 


WINTHROP H. SMITH, board chairman 
of Merrill Lynch, Pierce, Fenner and 
Smith, left his wife all his interests in 
oil, gas and other mineral lands. The 
will sets up a marital deduction trust 
and a residuary trust to be divided into 
funds for the benefit of Mrs. Smith and 
their two sons. During her life the in- 
come from one share is to be distributed 
to her and the remainder on her death 
is to be added to the trust for the sons. 
One of the sons, a clergyman, is to re- 
ceive the income from one of the shares 
and is granted the power to appoint the 
distribution of the remainder. The prin- 
cipal of the trust for the other son will 
be paid to him at age 27. 
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Mr. Smith named his wife and another 
individual as executors, with Bankers 
Trust Co. of New York as successor ex- 
ecutor. Two individuals are named trus- 
tees, with the bank again as successor. 
He urged the fiduciaries to acquire as 
great an amount of securities, particu- 
larly non-voting stock, of Merrill Lynch 
as possible. 

A A A 


Will Expert's Will 


Following is the complete text of the 
will of the late N. Y. U. Law School, 
Professor Thomas E. Atkinson, one of 
the most widely known authors and 
teachers on the subject of wills and ad- 
ministration, who apparently followed 
his own advice (See Atkinson on Wills, 
1953 Ed., p. 828, n. 17). 


WILL 
I, Thomas E. Atkinson of the City of 
New York, make this my last will and 
testament and hereby revoke all other 
wills and codicils. 
Mindful of the existence of my son, 


Thomas R. Atkinson, I nevertheless de. 
vise and bequeath all my estate to my 
wife, Dorothy B. Atkinson and appoint 
her as my executrix and direct that she 
need not give bond. 

Witness my signature this tenth day 
of January, 1952. 

On the date above written, signed and 
declared by Thomas E. Atkinson in oy, 
joint presence to be his last will and 
testament, and remaining in his presence 
and in the presence of each other, and 
at his request, we signed as attesting 
witnesses, this clause having been first 
read aloud. 

[Signatures and addresses of two wit. 
nesses. | 


A A A 
A TATTOED WILL 


Recently a newspaper columnist wrote 
— as a hot weather “nonsense” item — 
his comments on the Newfoundland re- 
port that a resident there had just com. 
pleted having his will tattoed on his 
back. After discussing the difficulties of 
signatures from testator and witnesses, 
the article dwells on possible side ef. 
fects — the brevity of such wills, a 
change in the clothing industry because 
testators could not permit too much sun 
tan, the problem of codicils, and the 
trend of teen-agers to get their wills 
tattoed early naming their current 
“steady.” True copies would be bulky 
and embarrassing, the writer observed, 
“so perhaps regretfully we must line 
ourselves upon the side of conservative 
methods.” 
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AssETS — Administration — Specific 
Legatee May Not Compel Fidu- 
ciary to Collect Asset 


New York—Surrogate’s Court, Kings County 
Matter of Silverstein, N.Y.L.J., Jan. 25, 1961. 


A stamp collection was specifically be- 
queathed. The collection is in the hands 
of other persons, and the legatee de- 
manded that the administrators c.t.a. re- 
cover the stamp collection. The admini- 
strators c.t.a. did not comply with such 
demands. The legatee filed objections to 
the account of the administrators c.t.a. 
and moved to examine before trial the 
administrators and the persons who 
have the stamp collection. 


HELD: It appears that the estate as- 
sets are more than sufficient to satisfy 
all claims against the estate and ex- 
penses of administration. The admini- 
strators c.t.a. are under no duty to take 
possession of the stamp collection or 
deliver it to the legatees. The legatee 
may start an action to recover the col- 
lection, and the administrators c.t.a. 
have no right to do so. 


DRAFTING WILLS & TRusTs — Resi- 
due Poured Over to Trust Amend- 
ed After Execution of Will is Gov- 
erned by Amendment 


Massachusetts—Supreme Judicial Court 


Second Bank-State Street Trust Co. v. Pinion, 
1960 A.S. 1121. 


Richard and his wife Edna on April 
27, 1955 executed similar wills, each giv- 
ing the residue to a revocable and amend- 
able trust established by them on Sep- 
tember 13, 1945, “as amended.” On No- 
vember 19, 1955, they each executed a 
codicil to their wills, changing the ex- 
ecutor, and otherwise ratifying their 
Wills in all other respects. On November 
23, 1955, they joined with the bank as 
trustee in amending the trust as to the 
disposition of the fund after the death 
of the settlors. 


Subsequently, on the deaths of the two 
settlors, the bank as executor of their 
Wills filed this petition asking instruc- 
tions as to the disposition of the residue. 
Each of the residuary clauses in the 
Wills contained a provision that the fund 
Paid to the trustee was “to be held, ad- 
ministered, and distributed solely under 
the provisions of such indenture, and in 
no Way as trustee under this will nor 
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as a trustee subject to appointment by 
or jurisdiction of any probate or other 
court.” 


HELD: There was an effective gift of 
the residue in each will to the trustees 
to hold under the trust as amended. The 
doctrine of incorporation by reference 
was inapplicable as any intent to in- 
corporate the dispositive provisions of 
the trust into the will was expressly 
negatived by the quoted clause. If the 
doctrine of incorporation applied it could 
not apply to a non-existing amendment. 
The gift stands on its own merits, like 
any other direct gift, and is wholly dis- 
tinguishable from an attempted incorpo- 
ration into the will of the trust terms. 

The court distinguished the case of 
Old Colony Trust Co. v. Cleveland, 291 
Mass. 380, where the court intimated 
that a will could not give the residue to 
a trust for purposes to be defined by 
a later amendment to the trust, holding 
that this statement was inconsistent with 
modern legal thought. The modern legal 
thought is that the subsequent amend- 
ment is effective because of the applica- 
bility of the established equitable doc- 
trine that subsequent acts of independ- 
ent significance do not require attesta- 
tion under the statute of wills. The 
court gave several illustrations of this 
principle, showing that the doctrine of 
independent significance applied to the 
creation and amendment of an amend- 
able, revocable trust. It also stressed the 
growing importance of pour-over wills 
under modern practice (with some states 
having recently enacted specific legisla- 
tion on the subject). The opinion con- 
tains an excellent discussion of authori- 
ties. 


PowErRsS — Limitations — Court May 
Not Refuse Confirmation on Sale 
of Trust Property Because of High- 
er Bid 


Wisconsin—Supreme Court 

Estate of Strass, 11 Wis. 2d 410, 105 N.W. 2d 

553. 

The testamentary trustee had agreed 
to sell trust property for $16,000, sub- 
ject to the approval of the court. Prior 
to the hearing for confirmation a bid 
of $17,000 was received for the same 
property. On petition of the trustee, the 
County Court refused to confirm the first 
agreement and immediately auctioned 
the property to the second bidder for 
$18,300. The second bidder contended 
that the court was not bound by the 
original agreement and that the entire 
matter of confirmation rested with the 
court. 


HELD: Reversed. A second bid which 
is submitted prior to confirmation of the 
first bid is insufficient to sustain an order 
setting aside the first sale where there 
is no showing of mistake, misapprehen- 
sion or inadvertence in the first sale. 
“There is a public policy in having sta- 
bility of contracts which are made with 
trustees in good faith and for adequate 
consideration.” The trustee’s original 
agreement should be confirmed. 

Two Judges dissented and stated that 
a distinction should be drawn between a 
private and a public sale. In a private 
sale, such as this, “The Court should 
have the power to disapprove the sale 
because of the inadequacy of price 
whether such price exceeds the appraised 
value or not, if at that time a better 
offer of purchase exists.” 


SPOUSE’S RIGHTS Ante-Nuptial 
Agreement on Widow — Compro- 
mise Agreement by Executor Im- 
proper 


Massachusetts—Supreme Judicial Court 
Price v. Price, 1960 A.S. 1149; Nov. 10, 1960. 


Louis and Esther, before their mar- 
riage, made an ante-nuptial agreement 
providing that he could dispose of his 
estate as he might desire, and that she 
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would claim no share of it as heir or 
otherwise, unless he made a bequest to 
her. Plaintiffs, legatee under his will, 
alleged that in violation of the agree- 
ment the widow entered an appearance 
against the will and then made a com- 
promise agreement with executor, who 
by the terms of the will had a broad 
power to compromise any claim against 
him or affecting the estate, that he 
would pay her $100 per week for life. 
When plaintiffs objected, the executor 
stopped paying her, whereupon she sued 
him for breaking the agreement. The 
bill asked for an injunction against her 
suit and that the ante-nuptial agreement 
be declared valid and binding on the 
widow. 

HELD: The ante-nuptial agreement 
was valid and binding upon Esther and 
the executor should not have made the 
compromise agreement. However broad 
the power to compromise was, it could 
not properly be exercised dishonestly, 
arbitrarily, in bad faith, or as the result 
of fraud, but only after serious and re- 
sponsible consideration. The plaintiffs 
were entitled to recover from Esther the 
amounts that she had received. 


TAXATION — State & Inheritance — 
Domiciliary State May Not Im- 
pose on Currency in Safe Deposit 
Box Outside of Domicile 


United States—Supreme Court 
Thomas v. State of Virginia, 81 S. Ct. 229. 
Reported by Virginia editor 


Decedent was a resident of and domi- 
ciled in Arlington County, Virginia, 
when he died. Among his assets was the 
sum of $263,100 in United States cur- 
rency located in his safe deposit box in 
a District of Columbia bank. The State 
of Virginia imposed an inheritance tax 
on this sum, and the executor petitioned 
for relief from the assessment. The Cir- 
cuit Court of Arlington County denied 
the petition, and the Supreme Court of 
Appeals of Virginia denied an appeal 
from this judgment. The Supreme Court 
of the United States then granted a writ 
of certiorari to the Circuit Court of Ar- 
lington County. 





In a per curiam opinion, the Supreme 
Court of the United States did not men- 
tion in any way the question involved or 
the facts above narrated but merely said 
that the “judgment of the Circuit Court 
of Arlington County .... is reversed 
and the case is remanded to that court. 
Blodgett v. Silberman, 277 U. S. 1, 18, 
48 S. Ct. 410, 72 L. Ed. 749.” Thus, the 
Court actually held that United States 
currency located outside of the State of 
the domicile of the decedent at his death 
is not subject to inheritance tax by the 
State of his domicile, although this can- 
not be discovered by a reading of the per 
curiam opinion. 


Note: As neither the facts nor the 
question involved appear in the above 
mentioned per curiam opinion or in the 
order of the Supreme Court of Appeals 
of Virginia denying the appeal, and as 
the opinions of lower courts of record in 
Virginia (if reduced to writing by the 
court) are not published, the facts of this 
important decision may perhaps be found 
only in a pamphlet called “Petitions De- 
nied” published by The Virginia State 
Bar Association (Vol. IV, No. 1, p. 72) 
or in the record of the case reposing in 
the clerk’s office of the Circuit Court of 
Arlington County, Virginia. 


TAXATION — Estate & Inheritance — 
Filing of Notice to Elect Optional 
Valuation Date was Mandatory 


Colorado—Supreme Court 

People et al. v. First National Bank of Colorado 

Springs, decided Nov. 14, 1960. 

Colorado inheritance tax law provided 
that an estate could be valued at the 
option of the personal representative one 
year after decedent’s death by filing 
within 13 months after his death a notice 
of intention to elect to take the optional 
values and by filing within 15 months af- 
ter death an amended inheritance tax ap- 
plication showing the optional values 
so selected. In this case the executor 
filed the amended inheritance tax appli- 
cation showing the optional values within 
15 months after the death of Smith, but 
failed to file a notice of election within 
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13 months. The commissioner rejected 
the amended application and refused to 
value the estate on the optional values, 

HELD: The inheritance tax commis. 
sioner is sustained. The filing of the 
notice to take the optional values within 
13 months of death was mandatory and 
reasonable, and the optional valuation 
could not be taken unless the notice was 
filed. 


NOTE: The question determined by 
this case has now become dormant, be. 
cause in 1959 the legislature changed the 
law to eliminate the 13 month notice and 
to provide that the option is exercised 
simply by the filing of the amended in. 
heritance tax application within 15 
months ofter death. Cf. People v. Sweet, 
decided the same day, in which it was 
held that a letter from the executors, 
six months after death, reserving “the 
right to refigure values as of one year 
from date of death,” was not a sufficient 
notice to comply with the fomer statute, 


WILLs — Construction — Devise to 
Widow “For Her Comfort and 
Maintenance” Held to Pass Fee In- 
terest 


Delaware—Court of Chancery, New Castle Co. 
Webster v. Stackhouse, 165 A. 2d 739. 


Testator declared in his will: “It is 
my absolute wish and decree that all 
the residue of my Estate both Real and 
Personal, after the payment of all my just 
debts, shall become the property of my 
wife, Edith Lawson Morgan by her to 
be used as she shall see fit, for her main. 
tenance and support.” Testator was sur- 
vived by a daughter by a previous mar- 
riage (defendant) and his widow who 
took under the will and did not convey 
or sell the realty during her lifetime. 
By her will she devised the property to 
her second husband who in turn devised 
to his daughter, the plaintiff. 


Plaintiff brought this declaratory judg- 
ment action seeking to remove a cloud 
on her title to the realty. Both parties 
moved for summary judgment. The court 
considered the basic issue to be whether, 
under the testator’s will, his widow took 
a fee simple or only an estate for life 
with a qualified power of disposal. 

HELD: Plaintiff’s motion for sum- 
mary judgment granted. The court con- 
sidered surrounding circumstances (not 
related here) in determining that the 
testator intended to devise a fee simple. 
The words of the devise, “for her com- 
fort and maintenance,” were held to con- 
stitute a statement of the testator’s rea- 
sen for making the gift rather than 4 
l‘mitation. The absence of any provision 
disposing of the alleged remainder inter- 
est was strong evidence, absent other 
factors, that the testator intended to dis- 
pose of the fee by will. 
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WiLLs — Construction — Nephew 
by “Common Law Adoption” En- 
titled to Trust Remainder as “De- 
scendant” of Brother 


Minnesota—Supreme Court 

In re Trust Under Will of Patrick, decided De- 

cember 16, 1960. 

Testator died in 1949, a resident of 
Minnesota. The residue of his estate 
passed in trust to his wife for life, and 
upon her death was to be distributed 
among his step-daughter and brothers 
and sisters, if living, or if not, to their 
respective “descendants.” In 1917 testa- 
tor’s brother, then living in Scotland, 
assumed the custody, care and obliga- 
tins of parenthood with respect to a 
certain infant boy and wrote to the 
natural father that he proposed to adopt 
him. This relationship continued although 
no formal adoption proceedings were ever 
instituted. There was evidence that the 
testator knew of the relationship and re- 
ferred to the child as his nephew. Testa- 
tor’s brother died in 1955. 

Upon the death of the wife in 1958, 
the trustee petitioned the District Court 
for instructions as to who should receive 
the remainder. The Court found that it 
was not the testator’s intention that the 
brother’s adoptive child should take as a 
“descendant” of his brother. 


HELD: Reversed. In Minnesota, 
adopted children stand in the same posi- 
tion as biological children in all re- 
spects, and the word “descendant” in a 
will prima facie includes adopted chil- 
dren, Scottish law, to which both the 
adoptive parent and child were subject 
in 1917, recognized a “common law adop- 
tion,” and such an adoption certainly 
took place here. The child’s adoptive 
status having thus been determined, he 
is entitled to the rights of inheritance 
incident to this status as determined by 
Minnesota law. There being no evidence 
to indicate a contrary intent, the child 
must be presumed to be a “descendant” 
as used in the will. 


WILLs — Construction — Reversion- 
ary Interest Devised to Trustee 
Passed as Intestate Property on 
Death of Life Tenant 


Massachusetts—Supreme Judicial Court 


Dodson v. Winn, 1960 A.S. 1095; Nov. 8, 1960. 


Dennis, a widower, devised certain 
land to a trustee for his son Henry’s 
benefit, with full power in the trustee “to 
mortgage lease and convey the same to 
any person or persons when requested in 
Writing, or by will of, the said Henry F. 
McCarthy, and to distribute the net pro- 
ceeds thereof, if any, to the said Henry 
F. McCarthy as he shall direct.” Henry 
died a few years later, intestate and 
without having exercised his power of 
appointment. He left a widow, Alice, 
but no issue. The estate was claimed by 
Alice and by four nieces of the testator. 
There was no residuary clause in the 
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will and no devise over if Henry failed 
to exercise his power of appointment. 
HELD: Dennis died intestate as to the 
reversion of the real estate. This passed 
to Henry as his only heir. On Henry’s 
death is descended to his heirs, subject 
to his creditors and the rights of his 
widow. She is his statutory heir, but 
whether the whole title would descend to 
her or only a half would depend on the 
net worth of Henry’s estate, and this ap- 
parently had not been determined. Con- 
sequently, the exact ownership of the 
real estate could not yet be defined. 


WILLS — Contractual — Specific 
Performance Granted to Contrac- 
tual Devisee under Mutual Wills 


Michigan—Supreme Court 
Foulks v. State Savings Bank, 362 Mich. 13. 


Plaintiff, son of the testator, filed a 
bill for specific performance of a testa- 
mentary contract arising out of mutual 
wills executed by the testator and his 
wife. The wills each contained the fol- 
lowing clause: “In consideration of the 
agreement between myself and my wife 
(in other will, “my husband’) ... to 
each make a will leaving all of the prop- 
erty, real or personal, owned by us at 
the time of my death, to the survivor of 
ourselves for his or her lifetime, and the 
remainder to our son ..., I hereby give, 
devise and bequeath all interest I may 
have in any property, real or personal 

. unto my wife (husband) for her 
(his) lifetime.” 

Following the wife’s death, testator 
executed a second will repudiating the 
arrangement. In defense of the plaintiff’s 
bill, the corporate fiduciary placed in 
evidence testimony of the scrivener of 
the mutual wills to the effect that in a 
discussion with the testator and his wife 
prior to execution, it was decided that 
mutual wills would not be prepared. 
Based upon the testimony of the scrive- 
ner, the chancellor granted the defend- 
ant’s motion to dismiss. 

HELD: Reversed. The testimony of 
the scrivener does not overcome the docu- 
mentary evidence of the contract as re- 
presented by the clause contained in 


each will. The instruments disclose a 
clear intention to contract in such man- 
ner as to make both instruments irre- 
vocable from and after the death of 
either testator or his wife. 


WILLs — Joint — Evidence Re- 
quired to Prove Joint Will 


New Mexico—Supreme Court 
Ludley v. Ludley, 356 P. 2d 455. 


This is a suit to set aside gifts made 
by deeds, reserving unto donor a life 
estate. The donor was a widow, 75 years 
of age. The donees consisted of her pas- 
tor, her attorney, her bookkeeper, and 
her church. The donor’s right to dispose 
of her estate by gift was challenged by 
the surviving brother and sister of don- 
or’s deceased husband, and by donor’s 
surviving brother. 

Prior to the gifts the donor and her 
husband had executed a joint will, which 
was probated upon her husband’s death. 
The plaintiffs were residuary benefici- 
aries under the will, to take after donor’s 
death. While the will used the plural pro- 
nouns, thus supplying evidence of an 
underlying contract, it likewise contained 
language giving absolute power of dis- 
position to the survivor. It was contend- 
ed that donor and her husband contract- 
ed to be irrevocably bound by the terms 
of the joint will. 

HELD: While an agreement to make 
a joint will is enforceable, evidence to 
establish such an agreement must be 
clear and convincing. Because contracts 
to make mutual wills in effect destroy 
the revocability of wills and do not al- 
low for changes in circumstances, courts 
should be very cautious to sustain such 
contracts. No contract was found with- 
in the four corners of the will here. Pre- 
sumption of undue influence by reason 
of confidential relationship was overcome 
by substantial evidence. 


WILLs — Probate — Heirs May 
Agree to Dispense with Adminis- 
tration of Estate 


Oregon—Supreme Court 


Estate of Jennie Horger, Dover, Appellant v. 
Horger, et al., 71 Ore. Adv. Sh. 1099. 
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Appellant, who was named executor 
in the will of Jennie Horger, submitted 
her will for probate. Defendant, Calvin, 
was the only child and sole heir of the 
deceased. His wife, Elizabeth, was be- 
queathed $1,000 and the residue of the 
estate was given to Calvin. The principal 
asset was real property. The plaintiff, 
although not a lawyer, had prepared the 
will. 

Calvin and Elizabeth, on the advice of 
competent counsel, entered into a written 
agreement to dispense with administra- 
tion of the estate and divided the proper- 
ty according to the terms of the will. 
Calvin, in resisting the plaintiff’s peti- 
tion to probate the will, testified that all 
of the debts of the comparatively small 
estate, including taxes, were paid. 

The Trial Court found that the agree- 
ment was executed in good faith, that 
all of the obligations of the estate were 
paid, and that no purpose would be 
served in requiring probate, and it denied 
plaintiff’s petition. 

HELD: Affirmed. There was no reason 
to compel the expense of administration 
for the reason that no creditor or other 
interested party was involved. The only 
interest plaintiff had was to collect his 
fee as executor. Under ORS 121.260, et 
seq., the legatees would be liable for any 
debts that may not have been paid, and 
the defendants, of course, would have to 
assume the responsibility of establishing 
good title to the real property if and 
when the occasion would arise. 

NOTE: The Court apparently disre- 
garded ORS 116.990, cited in appellant’s 
brief, which provides criminal penalties 
for attempting to administer an estate 
without probating the will or taking out 
letters of administration. 


WILLs — Probate — Paralytic’s Will 
Executed by Mark Upheld 
Michigan—Supreme Court 
In re Beiter Estate, 361 Mich. 661. 


Testatrix suffered a severe stroke 
causing permanent paralysis of the right 
side of her body and loss of speech. She 
made her wants known by a nod or shake 
of the head and making a sound that 
seemed to be a yes or no when questions 
were put to her. About a month prior to 
the stroke she had discussed with her 
attorney the disposition of her property 
by will. Approximately six months later 
her attorney prepared her will in accord- 
ance with her previously expressed 
wishes, and read it to her in the pres- 
ence of another attorney and two nurses, 
and at two points during such reading 
the testatrix shook her head, indicating 
dissatisfaction with certain bequests. 
After questioning, changes were made 
concerning which she agreed by nodding 
her head. One of the nurses then placed 
a pen in her hand and guided it to form 


an X. Her attorney, prior to the execu-. 


tion of her will, had received the opin- 
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ion of her regular physician and also a 
consulting neurologist, that she could 
understand what she was about to do. 
The instrument was challenged by the 
co-guardians of her incompetent son on 
the principal grounds that at the time 
of execution the testatrix could not ex- 
press her thoughts concerning a will and 
could not dictate her will without 
prompting from others. The trial result- 
ing in a verdict sustaining the will. 
HELD: Affirmed. The testatrix, prior 
to her illness, had indicated the disposi- 
tion of her property and it is clear that 
she was doing the prompting at the time 






of the execution of the will, haltingly 
and crudely but nevertheless effectively, 
and at the time of the signing she had 
sufficient mentality to enable her to know. 
what property she possessed, the person. 
who was the natural object of her bounty 
and the disposition she was making of 
her property. The testatrix could not, of 
course, “dictate” her will such as a 
business man would dictate a letter t 
his secretary, but the law is not so nap. 
row as to require this. Fluency is not 
the test but rather. understanding and 
communication, which elements were 
present in this case. 
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There is magic under the tropical sun... the magic of winter 
warmth, of utter relaxation, of a father’s freedom from 
everyday cares. Of course, changing January into June is 


largely a matter of means. Surprisingly enough, for 
many persons of means, the management of their invest- 
ments represents a source of continuing concern. But not 
for the sensible chap sunning on the sand above. His securi- 
ties are under the steady supervision of a crack team of 


investment specialists at First National City. He is a suc- 


Magic On The Sand 








cessful manufacturer, and he wisely leaves his portfolio 
largely in their capable hands. © In that way he can con- 
centrate on his business, and relax with his family when he 
can get away. Makes a lot of sense for him...it might for 
you as well. If you would like to explore the possibilities 
of an investment advisory account at First National City 
... Write now for a copy of “HOW TO GET THE MOST 
OUT OF YOUR INVESTMENTS”. You'll find it well 
worth reading. In New York, telephone JUdson 2-7500. 


FIRST NATIONAL CITY BANK 


Trust Division, 22 William St., New York, N.Y. 





AFFILIATE, FIRST NATIONAL CITY TRUST COMPANY e 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


What do you and this man have in common? 


A genuine interest in a third person: your client. And 
when the Connecticut General man visits you, you may 
be amazed at how much he already knows about your 
client and his goals in life. 


It’s all there in the CG man’s analytical study of your 
client’s future. A quick inspection will convince you it’s 
one of the most thorough reports you’ve ever seen: 
1) All of your client’s assets are listed. 2) Comments 
made on how effectively each asset is working to help 
him reach his goals in life. 3) And, where necessary, 
recommended changes are backed by research for your 


review. Insurance? The CG man recommends it only 
when he honestly believes it is needed. 


The CG man has done the necessary groundwork. So 
you’re able more rapidly to give your client the full 
benefit of your counsel. The CG man’s service may well 
prove so valuable to you and your client, a lifetime 
association with him could result. 


Connecticut General Life Insurance Company, Hartford. 


Life... Accident... Health... Group Insurance... 
Pension Plans. 


CESS CONNECTICUT GENERAL 





